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The constant effort of Mill Mutual 
fire insurance companies is to 
reduce the cost of insurance by 
reducing the losses. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


a 


Millers Mutual Fire Insurance Co...............ceecceecceees Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.................5000% Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association... ,........--.+seeeeeeeees Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co................+50: Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co.................00005 Kansas City, Mo. 
National Retailers Mutual Insurance Co...............+-0 eee ceeees Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co.........-.......-2005 Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.............-00eseeeeee Des Moines, Iowa 
Millers Mutual Fire Insurance Co...............000seeeeceeeees Harrisburg, Pa. 
* % > 


MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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Vacation Period is Here! 


Before leaving for your vacation, see that you are fully in- 


sured by some of the best companies in the insurance field. 


ASSOCIATED LUMBER MUTUALS 
* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VANsWERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the . 
Pacific, an office near your office 


Gale & Stone, Boston—Justin Peters, Philadelphia—Interstate Mutual Insurance Agency 
Co., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha—<Associated Mutuals, 
Inc., Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City— 
The Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, 
Portland, Spokane. 
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Y mec aiame =6SLOW DOWN IN 
Miele CONGESTED AREAS 


Speed that’s slow in the country 


THE NEW 


is fast in a city. The best brakes 
in the world even at 30, are no 
match against a child’s sudden 
dash into the street. Be courteous 
—drive slowly in residential dis- 
tricts. 








HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: STEVENS POINT, WIS. - Licensed in every state - Offices in 26 Principal Cities 
Associated Companies: FEDERAL HARDWARE & IMPLEMENT MUTUALS 
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THIS MONTH 


\\/HEN looking over the Journal this 
month readers will make no mistake 
inconcluding that the issue is devoted 
mostly to the proceedings of the Con- 
yention of the National Association of 
insurance Commissioners recently held 
in Philadelphia. This indicates not only 
our conception of the importance of 
the Commissioners’ meeting, but our 
conviction that the public will appre- 
ciate having in the handy form of one 
magazine a report of the Convention 
in general and the text of the major 
addresses. We have tried to present 
this material in as attractive form as 
possible, suitably displayed for easy 
reading. More than that we have 
made no comments pro or con on the 
several speeches. Whether we agree 
or disagree we will leave our slant on 
these matters for other issues when, 
perhaps, divergent views may be 
printed. Interspersed is a reduced 
portion of the usual "'Notes* About 
The Insurance World" — and among 
these will be found some surprising 
items. 


NEXT MONTH 


We are contemplating taking on an 
economic subject or two for August, 
done, however, in a popular style, but 
authoritative as to material, looking 
toward an analysis of business condi- 
tions. Also in addition to regular fea- 
tures we hope to begin again having a 
little fun with the boys of a certain 
propaganda school who recently have 
een very careless in their speeches 
and printed statements. Material is 
being gathered for the publishing, at 


§ intervals, of life-sketches which even- 
f tually will grow into a "Who's Who" 


of mutual veterans. 
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GEORGE A. BOWLES 


Commissioner of Insurance 
State of Virginia 


OMMISSIONER Bowles was elected President of the National Association 

of Insurance Commissioners in June 1937, and is one of the most interest- 

ing personalities of that group. Since 1930 he has headed the Insurance De- 

partment of his state, his office also including the Deputy Commissionership 

of Banking. He served in the House of the Virginia Legislature continuously 

for fifteen years and was a member of Governor Byrd's Advisory Board on the 

State Budget. By profession he is a lawyer but previously was engaged in both 

farming and the lumber business with conspicuous success, and is familiar with a 
wide variety of commercial enterprises. 
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is that he cannot write a volume of any real 

significance until the events which he would de- 
scribe and appraise have been permitted to age for at 
least a generation. Experience has shown that there is 
no substitute for the passage of time in placing in proper 
perspective happenings which seemed of the first im- 
portance when they occurred, 
but which proved of no 
eventual weight ; it has shown 
as well that major economic, 
social, and political changes 
have the annoying habit of 
initiating themselves in events 
which, at the time of their 
occurrence, were of such ob- 
scure importance that only the most discerning were 
able to recognize their significance as the fountain heads 
of broad trends. 


(Git tae sorrow of the conscientious historian 


In a confused era of transition such as our day pre- 
sents these things are particularly true. Event piles upon 
event, each so imbued with potentialities that it is impos- 
sible to separate the trivial from the significant. The 
most to be hoped for in such a time is the recognition and 
accurate analysis of the happenings which concern in- 
timately oneself and one’s business. 


One such development which deserves the immediate 
and serious attention of every farsighted business man 
seems to be the growing tendency on the part of 
America’s legal profession to encroach more and more 
upon the routine functions which business men have for 
many years performed for themselves as a matter of 
course. One has only to inform himself upon some of 
the court actions which bar groups have brought against 
laymen in the several states to come to the realization 
that an aggressive campaign by the lawyers’ organiza- 
tions is not only in the making, but has already made 
more than a little progress. 


To the legal mind such moves are thoroughly justifi- 
able, on the ground that those unskilled in the mysteries 
of the law should not be permitted to participate in any 
of its functions. But to the experienced business man, 
who is often better versed in a particular line than any 
attorney, such a movement comes as a distinct and un- 
necessary annoyance and an invasion of his rights. His 
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position is that, in two fields so closely complementary 
as business and the law, there must be a twilight zone 
of separation in which one group is as well qualified to 
operate as the other. And when the lawyers’ organiza- 
tions attempt to set up a sharp and advanced line of 

emarcation, not in the center of this twilight zone, but 
at that exact outer edge where the admitted and agreed 
functions of the business man begin, he feels that he is 
being imposed upon. He holds that the attorney is at- 
tempting to push him off the sidewalk. 


Because the proceedings of bar groups against business 
men are usually for specific alleged violations in widely 
separated jurisdictions this trend has been a long time 
taking the limelight. It was not, in fact, until the taking 
of testimony began recently in a suit for declaratory 
judgment upon what constitutes the practice of law in 
Missouri, brought by six large mutual casualty insurance 
companies against Boyle Clark, general chairman of that 
state’s bar committees, and the members of his advisory 
committee, that the issue became clearly drawn. 


The proceeding was inspired by the citing for contempt 
of court of several of the companies on the ground that 
their Missouri adjusters practice law in settling claims 
which are made against the companies as the result of 
acts of their policyholder-members. When the Missouri 
Supreme Court gave permission to file such an action 
in the Circuit Court at Columbia, Mo., and the bar 
groups agreed to it, business generally considered the 
matter simply a formal method of having the courts set 
up a workable code for the 
conduct of insurance ad- 
justers in Missouri. 

But when William S. Hog- 
sett, chief counsel for the 
insurance companies, stood 
off the bitter objections of 
the bar committees’ attorneys 
to introduce into evidence the 
results of a questionnaire he had submitted to a number 
of leading trade associations and business organizations, 
opinion changed with lightning swiftness. The tabula- 
tion showed that thirty such organizations, a mere frac- 
tion of the national total, employ almost four million 
laymen in performing acts that the Missouri attorneys 
seek to have declared the practice of law. The practices 
affect almost every business in which disputes are ad- 
justed with customers, in which opinions incidental and 
pertinent to the business are given, and in which the 
blanks in contractual documents are filled in. They con- 
cern such diverse types of business mien as accountants, 
credit men, transportation rate experts, realtors, insur- 
ance agents, department store complaint adjusters, news- 
paper and magazine advertising salesmen, bank officers, 
and even such enormous groups as the agents who would 
be considered to be drawing contracts in filling out tickets 
on railway, bus, steamship, and air lines. He showed 
how impossible it would be for lawyers to take over 
these duties, now being handled by millions of laymen, 
by producing certified figures indicating that there are 
but 175,000 practicing lawyers in the United States. 


OWEVER, it was when counsel for the bar groups 
objected that they had no intention of going to such 
lengths in enforcing the Missouri definition of the prac- 
tice of law that attorney Hogsett scored the most telling 
point that has been made in the course of the controversy. 
“The intentions of any bar committee are of no impor- 
tance in matters of this sort,” he explained. “The court 
is being asked to set a rule of law, and once set it must 
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be enforced uniformly. Who is the 
bar committee to take upon itself the 
authority to determine against what 
persons or groups of persons the law 
will be enforced or will not be en- 
forced ?” 

The counsel declared that the defi- 
nition of the practice of law is simple 
and familiar—it consists of serving 
clients in a representative capacity, 
for a fee, in the determining or secur- 
ing of legal rights—and that there is 
an implied right for any legitimate 
business to perform the functions in- 
cidental to that business. 

Few business men would care to 
deny the value of conscientious law- 
yers’ organizations in performing 
their double duty of raising the stand- 
ards of the legal profession by polic- 
ing it from within, and in preventing 
the actual practice of the law by lay- 
men. The six mutual companies 
which brought the present action held 
no such idea, as was evidenced by 
attorney Hogsett’s statement that “the 
bar committees of Missouri have done 
some excellent work, for which they 
should be commended; our conten- 
tion is that in this matter they have 
gone just one step too far.” The at- 
titude of the companies has been, 
from the beginning, that they are 
organizations of business men who 
are not only willing but eager to 
obey the laws. Their anxiety is over 
what constitutes the law, and in this 
they are serving as the representa- 
tives of all business. For there can 
be no doubt that the precedents which 
are certain to be set in the Missouri 
case concern mutual insurance only 
incidentally. They are bigger than in- 
surance. They take in the whole of 
American business, and upon the 
findings of the court will doubtless 
depend the question of whether the 
bar groups of other states will in- 
crease their efforts to extend the 
frontiers of the field of the law. 

It is exactly because the duty of 
any bar association is a double one 
that there is at once suggested to the 
lay mind this possibility; if licensed 
attorneys are disciplined for engaging 
in practices which border upon the 
unethical, their natural response is to 
demand that they be given a wider 
and more fertile territory in which to 
operate, at the expense of other 
groups. Business is the logical group 
upon which they can force their serv- 
ices by a broadening of the definitions 
of what constitutes the practice of 
law. 

There are many observers who 
hold that it is precisely this factor 
which is behind the increased aggres- 
siveness of the lawyers’ organizations 
in seeking to extend the profession’s 
(Continued on Page 32) 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 

















Miscellany 

TWENTY-FIVE MILLION POUNDS OF 
SPICES IMPORTED INTO THE UNITED 
States in one month ,(look at it two 
ways; sign of our good taste or a 
reflection on the cooking of the 
American housewife) — Henry Ford 
again dares the C.I.O. to run a fac- 
tory of its own and compete with 
his product—Reader’s Digest writer 
says to turn boys loose at sixteen or 
thereabouts with $500 and the in- 
junction to go out and see the world 
— California customer slipped on 
two lettuce leaves, fell and recovered 
substantial damages — Best salesman 
we ever knew never read “How to 
Influence People” — New telephone 
wire carries 240 voices at once 
(would be handy at some conven- 
tions)—Six million pounds per year 
of a sea water product takes the 
knock out of gasoline—Psychologists 
say never take your vacation at home 
(but how else will the screens get 
painted) — If peeved about taxes, 
look up the English and German 


contributions to government — Two 
World’s Fairs in 1939; San Fran- 
cisco and New York — Twenty-five 
thousand farm workers didn’t know 
what to do with milk from 40,000 
cows while the Hershey sit-down 
strike was in progress — Nation’s 
Business says tires in 1927 cost $11 
with workmen getting $0.90 an hour ; 
today same size and better tire costs 
$10 with workmen averaging $1.30 
an hour — Scrapped automobiles 
pressed into uniform tablets of junk 
by hydraulic power have yielded 
1,000,000 tons of steel from 2,500,- 
000 cars — Japan is said to be our 
biggest customer for scrap metal — 
Fourteen thousand spurious coins 
were put in 200 peanut vending ma- 
chines in Chicago in one month be- 
fore coin selectors were installed — 
In a peak year 3,000,000 baseball 
bats are made — Pre-fabricated con- 
crete panels allow the shell of a mod- 
erate sized house to be put up in 
two days — Proposed Chicago ordi- 
nance would prohibit living in auto- 
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mobile trailer for more than two 
weeks in a year — United States 
farm population was 31,729,000 on 
January 1, 1937, a decrease of about 
100,000 since 1936 — Miscellany 
editor find space filled and only one 
insurance item noted, thus giving 
readers a vacation. 


Investments in Finance 
Company Collateral Notes 


COLLATERAL TRUST NOTES ISSUED 
BY A. FINANCE COMPANY ARE HELD 
to be permissible investments for 
Ohio life insurance companies. The 
notes are issued under and secured 
by an indenture of trust. The finance 
company deposits with a trustee chat- 
tel mortgages or obligations of the 
purchasers of automobiles and other 
articles bought on the installment 
plan. The trustee accepts convey- 
ance of the collateral for the benefit 
of the holders of the notes. The notes 
are the obligations of the finance 
company which establishes the trust. 

The Attorney General of Ohio has 
given his opinion that the collateral 
trust notes of any finance company 
organized under the laws of any 
state of the United States are proper 
investments for the capital, surplus 
and accumulations of Ohio life insur- 
ance companies, provided the general 
statutory provisions are met; i,e., the 
finance company has not defaulted on 
any of its outstanding obligations, and 
its average annual net earnings for 
seven years have been equal to at 
least three times the interest on its 
outstanding funded debt. 


Illinois Code Signed by 


Governor 

AS ANTICIPATED, THE ILLINOIS IN- 
SURANCE CODE, PASSED DURING THE 
latter part of the session of the legis- 
lature of that State, was signed by 
the Governor and thus is enacted 
into law. This marks the culmina- 
tion of five years of work on the part 
of Governor Horner and Ernest 
Palmer, Director of Insurance. The 
Chief Executive of the State, when 
he affixed his signature, said: “The 
Code first proposed two years ago 
after three years of study, supersedes 
all previous insurance laws in the 
state. Considered by insurance ex- 
perts as one of the strongest sets of 
risk laws yet enacted in any state, 
the Code has one primary object, the 
complete protection of policyholders 
without imposing unreasonable re- 
strictions upon the operations of legit- 
imate companies under competent 
and honest management.” 
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Those present at the signing of the 
Code were Director Palmer, Rep- 
resentative George A. Fitzgerald, 
Chairman of the House Insurance 
Committee, Senator- Thomas  E. 
Keane, Chairman of the Senate In- 
surance Committee, and Representa- 
tive Benjamin S. Adamowski, Major- 
ity Leader of the House, together 
with other officials and interested 
citizens. 

In a statement issued following the 
Governor’s action, Director Palmer 
said: 

“With this Code on the statute 
books, Illinois has the opportunity 
to become the safest state in the 
Union insurance-wise, provided the 
people of this state accept the respon- 
sibility which is theirs, of seeing to 
it that the Department of Insurance 
continues through the years to. func- 
tion with a competent personnel, free 
from political interference.” 

e @ ®@ 


Says Stocks Must Write 
Participating Policy 


IN THE GENERAL BROKERS REVIEW 
SECTION OF THE INSURANCE ADVO- 
cate of recent issue appears the fol- 
lowing significant editorial : 

“PARTICIPATING STOCK VS. 
MUTUAL INSURANCE— 

“It is beyond dispute that mutual in- 
surance is the most serious menace fac- 
ing stock companies today. The great 
inroads made into the business of stock 
companies has already reached alarming 
proportions. That the stock companies 
must come to grips with this problem, 
and at once, is evident to anyone at all 
conversant with the situation. 

“Brokers, by the very nature of the 
position they occupy as representatives of 
the insurance buying public, can, at best, 
do nothing but swim with the tide of 
public demand. If the demand for mutual 
insurance increases, they would be fool- 
hardy to buck it. They would prefer, 
however, to find a way by which the old 
and in most cases reliable institution of 
stock insurance could adapt itself to 
changing conditions. The only solution, 
at least to this writer, seems to be par- 
ticipating stock insurance. Under this 
system, companies should be free to fix 
their dividends, individually, based upon 
their individual experience. Companies 
thus would be put to the test of keeping 
loss and loadings down to the lowest 
point, to afford the payment of the high- 
est possible dividends. It is conceivable 
that by careful management, the net cost 
to policyholders under this plan, might in 
many instances be kept down to a figure 
very close to that of competing mutuals. 
Brokers would naturally favor those com- 
panies whose net rates were most favor- 
able. It would be up to the companies, 
therefore, to put their houses in order, so 
far as many items of management ex- 
pense were concerned, and also to plug 
up all leaks in their claim departments. 

“We hope, in the foregoing, we have 
done more than afforded a hint as to 
one of the major problems bothering in- 
surance brokers. Are company executives 
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equally alive to the crisis that impends? 
Shall the whole institution of stock in- 
surance which it has taken generations to 
build gradually be laid waste by indif- 
ference? 

“We are very anxious to obtain the 
written views of company executives on 
this important subject. Those who are 
willing to, are cordially invited to send 
any statement they wish to make to the 
editors of this page.” 

ee ® 


Ruling Exempts Agents from 


Social Security 

A RULING RECENTLY MADE PUBLIC 
REMOVES PRACTICALLY ALL POSSIBIL- 
ity that fire or casualty agents oper- 
ating in the conventional way will be 
held to be employees within the 
meaning of the Social Security Act. 
The ruling which was made by D. F. 
Bliss, Deputy Commissioner of In- 
ternal Revenue, in a letter to Presi- 
dent B. M. Culver, of the America 
Fore Group held that local agents 
are not “employees” of the fire and 
casualty companies they represent 
under the taxing provisions of the . 
act. 

Although the ruling dealt specifi- 
cally only with the agency contracts 
of the companies in question, it indi- 
cated that agents of other companies 
having similar contracts will also be 


held exempt from Social Security 

taxes as independent contractors 
rather than “employees.” 
ee @ @ 

Stock Farm Policy Revision 
Suggested 

THE NEED FOR MODERNIZATION OF 


THE STOCK FARM INSURANCE POLICY 
was definitely pointed out in a talk 
by a delegate to the recent annual 
meeting, of Illinois Farm Agents held 
in Peoria. 

After indicating that mutual com- 
petition was growing increasingly 
serious, the speaker said that the 
stock farm insurance agent needs an 
up-to-date contract to present to 
prospects. It was pointed out that 
one line in the present farm applica- 
tion refers to “whips, carriages, bug- 
gies and sleighs.” 

Commenting further, he declared 
that “almost any farmer will tell you 
that he has no whips, carriages, bug- 
gies or sleighs but he will point out 
that he has an automobile, a truck, 
a trailer and a tractor and will say 
that he wants them covered instead. 
The farm policy we have to work 
with says that turkeys are not poul- 
try, and if we want to insure them 
we will have to cover them sepa- 
rately. Our farm policy will not 
cover chickens in brooders unless 
they are thirty days old. In other 
words, chickens are not chickens un- 
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til they have lived for thirty days. 
This just means that we can’t, as a 
practical proposition, cover brooder 
houses with the policy we have.” 


A committee was appointed to 
make an analysis of the competitive 
situation. 
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Seek Uniform Fireworks Laws 


F. D. COULTAS OF ILLINOIS, PRESI- 
DENT OF THE FIRE MARSHAL’S SEC- 
tion of the National Fire Protection 
Association, has announced the ap- 
pointment of a committee to draft a 
uniform law which would prohibit 
the sale and use of fireworks except 
for properly supervised displays. 

The Committee appointed by Mr. 
Coultas consists of J. B. Pyle of 
Iowa, Chairman, with Clem Smith of 
Indiana and E. J. Burrill of Michi- 
gan as members. The Committee has 
been instructed to submit its report 
at the next meeting of the group in 
May, 1938. 

There are only four states at pres- 
ent — Iowa, Kentucky, Michigan and 
New Jersey, which have fairly com- 
prehensive legislation prohibiting the 
sale and use of all fireworks except 
for properly supervised public dis- 
plays. Mr. Coultas believes the adop- 
tion of such legislation by all states 
is the best hope for final elimination 
of the present fireworks death toll, 
to say nothing of the property dam- 
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A. F. W. A. Suggestion 


A UNIQUE PLEASANTRY DESIGNED 
AS A TRAVESTY ON PRESENT DAY 
strike movements is the following 
which appeared in a recent issue of 
the National Underwriter in the “Old 
Ironsides” column. The author very 
cleverly suggests that a new order 
to be called the Amalgamated Field 
Workers of America be formed with 
a $5 initiation fee and $1 a month 
dues. Appended is the “nine-point 
program” carefully worked out in 
detail and to our mind it is worth 
several chuckles in every paragraph. 
1. Minimum salary for state agents 
$6,000 a year. Special agents 
$4,200. 

An allowance of 12 cents a mile 

for gasoline to all field men who 

drive their own cars. 

3. No traveling on Monday or Sat- 
urday. After five years with the 
company, no traveling on Fridays, 
either. 

4. Field men will be required to at- 

tend only one B.D.O. meeting a 

month, and one fire prevention 

meeting every two months. 


bo 
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5. 15 per cent of the profits on the 
business in his territory to be 
paid to the field man. 

6. Collection of delinquent balances 
to be handled entirely by some 
other department of the company, 
but not the field man. 

7. No field man may be discharged 
for any cause whatever, without 
the consent of the executive com- 
mittee of the Amalgamated Field 
Workers of America. 

8. A 30-hour week, with time and 
a half for overtime, and double 
pay while entertaining agents out- 
side of business hours. 

9. Retirement on full salary op- 
tional with field man at age of 
55, 60 or 65 as selected. 

e® @ °e 


Central Opens New Canadian 
Head Office 


THE FORMAL OPENING OF THE NEW 
CANADIAN HEAD OFFICE OF THE CEN- 
tral Manufacturers’ Mutual Insur- 
ance Co. of Van Wert, Ohio, was 
held in Toronto on July 14. The new 
office which will direct Canadian 
local agents in all of the provinces 
except Prince Edward Island, in 
which The Central is not licensed, 
has a suite of offices in the air-con- 
ditioned Victory Building and will be 
managed by Don S. Miller as Chief 
Agent for Canada. 

Mr. Miller has had seventeen years 
of practical experience in insurance 
previously traveling as special agent 
for The Central in Pennsylvania, 
New Jersey, Delaware and Mary- 


land. ae Ee 
Traffic Police Training Fund 
Increased 
THE KEMPER FG@UNDATION FOR 


TRAFFIC POLICE TRAINING AT NORTH- 
western University’s Traffic Safety 
Institute, expressed such satisfaction 
with the results obtained from the 
first year’s work that the original 
grant of $6,500 given last year has 
expanded to $10,000. 

This grant to the University will 
provide for a full academic year of 
training for a carefully selected group 
of the nation’s best police officers on 
fellowships ranging from $500 to 
$1,000. The course is open only to 
policemen in active service and there 
are no education prerequisites. The 
men are judged on intelligence, alert- 
ness and attitude, and awards are 
made on a competitive basis by a 
committee of three representatives ; 
one from the Kemper Foundation ; 
one from Northwestern University ; 
and one from the International Asso- 
ciation of Chiefs of Police. 





The course, the first of its kind 
ever given, includes, in addition to 
accident investigation, law enforce- 
ment, traffic engineering and other 
accident prevention subjects, a broad 
background of American government, 
municipal and police administration, 
criminal law, law of evidence, and 
statistical methods necessary for po- 
lice work. The Institute is under the 
direction of Lieutenant F. M. Kreml 
of the Evanston, Illinois, Police De- 
partment, and the faculty is drawn 
from the staffs of the Institute, the 
Safety Division of the International 
Association of Chiefs of Police, the 
Northwestern University Scientific 
Crime Detection Laboratory, the Na- 
tional Safety Council, the American 
Red Cross and the Northwestern 
faculty. 

In commenting on the Founda- 
tion’s program, Mr. H. G. Kemper 
said, “The scientific approach to the 
highway accident problem through 
the proper training of law enforce- 
ment officers has already proved its 
effectiveness in reducing the accident 
record of certain cities. It is our be- 
lief that by giving more police officers 
the opportunity to study thoroughly 
the approved methods of reducing ac- 
cidents we can effectively supplement 
the regular safety engineering and 
educational work of our casualty in- 
surance companies and make a real 
contribution to the nation in reducing 
the horrible toll of life and limb now 
being inflicted upon our people.” 


Michigan Mutual Elects 


Officers 

WALTER E. OTTO WAS ELECTED 
PRESIDENT AND GENERAL MANAGER 
of the Michigan Mutual Liability 
Company at the twenty-fifth annual 
meeting of the company recently held 
at Detroit. Mr. Otto was elevated to 
the position to which he was re- 
elected, following the death of P. W. 
A. Fitzsimmons. 

A. A. Templeton, Fred Buck and 
Clarence Hatch were elected Vice 
Presidents; C. B. Burch was named 
Secretary ; and W. O. Brown, R. M. 
Wade and L. J. Carey were named 
to the positions of Comptroller, 
Treasurer and General Counsel, re- 
spectively. 

R. J. Van Winkle was appointed 
Assistant Secretary and N. M. Kim- 
berly, R. I. Elmers, H. J. Lowry 
and W. R. MacGregor, Departmental 
Vice Presidents. 

Frederick L. Colby, Jr., and Wil- 
liam H. Colvin, Jr., both of Detroit, 
were elected to the Board of Direc- 
tors to fill vacancies. 
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Beyond Philadelphia’s Commercial Prominence, The Old Independence Hall Is Still The City’s Chief Attraction 


COMMISSIONERS MEET AT PHILADELPHIA 


Running Comment on What Happened and Excerpts from Texts of Speeches Delivered 


ETTING a new mark for com- 

missioners in attendance and 

closely pressing all former rec- 
ords for general numbers gathered, 
the meeting of the Sixty Eighth An- 
nual Convention of the National As- 
sociation of Insurance Commission- 
ers, went into session at Philadelphia 
on June 21 and continued with a 
varying program of business and en- 
tertainment through the 25th, termi- 
nating with a period of sight-seeing at 
Atlantic City. 

There were official delegates pres- 
ent from forty-six states and three 
Canadian provinces and, as is usual, 
hundreds of others besides the com- 
missioners, including the leading 
lights in the insurance world, assem- 
bled to participate in, or hear the de- 
liberations of, this always interesting 
convention. A notable feature was 
the presence of a great many depu- 
ties, actuaries and others of the staffs 
of the various insurance departments, 
Pennsylvania carrying off the banner 
in this respect with a dozen or more 
representatives. 

a e & 


HE sessions were in charge of 
Commissioner George A. Bowles 
of Virginia and Vice President of the 
Association, who took the gavel in the 
stead of Ernest Palmer, Illinois Di- 


at the June, 1937, Convention. 


rector of Insurance who was detained 
at home by the necessity of staying in 
a hospital to recover from a recent 
operation. There was exchange of 
telegrams between President Palmer, 
who briefly set forth his views con- 
cerning further meetings and other 
matters, and the convention which on 
motion of Commissioner R. E. 
O’ Malley of Missouri, sent a wire ex- 
pressing sympathy and extending 
condolences. This gracious prelimi- 
nary prepared the way for further 
items in the program. 


Previously, however, there had 
been an invocation by Reverend Dr. 
W. Sherman Kerschner of the Heid- 
elberg Evangelical Church of Phila- 
delphia, and addresses of welcome by 
Dr. Luther Harr, State Secretary of 
Banking, who spoke for Governor 
Earle, and by the convention’s official 
host Commissioner Owen B. Hunt. 
The greetings were marked by abun- 
dant good will, as was the response 
made by Commissioner Hugh H. 
Earle of Oregon. From the very first 
Commissioner Bowles kept the ses- 
sions going expeditiously. His knowl- 
edge of procedure aided greatly in 
seeing to it that the records were in 
proper order and in straightening out 
controversies when they appeared on 
a few occasions. His own address 


went pleasantly and capably into the 
history of Philadelphia in relation to 
insurance and the record of the Na- 
tional Association in respect to its 
fundamental uses and service to the 
public. 

Because of the fullness of the morn- 
ing’s program the scheduled address 
by Commissioner Mortensen of Wis- 
consin on ‘‘Retrospective Rating” and 
subsequent discussion of the paper by 
Commissioner DeCelles of Massachu- 
setts were set over for the next day 
after announcements of various com- 
mittee meetings to be held during the 
late afternoon and early evening. At 
this juncture Commissioner Sam B. 
King of South Carolina introduced a 
resolution commending the recent ac- 
tion of the Postmaster General in 
proposing to curb the activities of ir- 
responsible benefit associations doing 
business by mail in the states where 
they are not licensed. This resolution 
was referred to the committee on un- 
authorized insurance, which was in- 
structed to report to the convention 
later. 

* * e 


WO important committee meet- 
ings open to the public on Mon- 
day afternoon were those having to 
do with the drafting of a definition 
for group accident and health insur- 
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ance, under the chairmanship of Su- 
perintendent Robert L. Bowen of 
Ohio, and another having for its pur- 
pose a consideration of the question 
of compensation medical costs, to- 
gether with an inquiry into the stat- 
us of Clarence W. Hobbs as the As- 
sociation’s special representative on 
the National Council on Compensa- 
tion Insurance. The accident and 
health group decided to ask a special 
committee to report at the next meet- 
ing of the convention. Those serving 
on this special body are Superintend- 
ent Hartley D. McNairn of Ontario, 
chairman ; Paul R. Taylor of the New 
York Department and S. L. Madden 
of the Pennsylvania Department. 


The compensation committee found 
itself confronted by a question of 
jurisdiction since it was discovered 
that the special committee appointed 
at the Hot Springs convention to 
consider insurance organizations was 
also working on the Hobb’s matter. 
After a long discussion it was voted 
to ask instructions from the full con- 
vention as to where authority rested 
in this matter. 

The day concluded with an alto- 
gether delightful informal gathering 
on the roof of the Bellevue-Stratford, 
the occasion being sponsored by the 
genial Commissioner Hunt who saw 
to it that guests were well served with 
entertainment and refreshments. 


Tuesday’s session, delayed by pre- 
liminary committee meetings and con- 
ferences, got away to a late start but 
provided an exceptionally interesting 
program. Commissioner Mortenson 
was given the floor to present his 
paper on “Retrospective Rating.” In 
general he analyzed the retrospective 
plan, summarizing the arguments pro 
and con and closing with his own es- 
timate of the situation. Commission- 
er DeCelles then took up the discus- 
sion saying that substantially he 
agreed with many points made by the 
previous speaker. In this connection 
the Massachusetts Commissioner an- 
nounced that the plan would be con- 
tinued in an experimental way in his 
state for another year, but that the 
issue was far from being out of the 
realm of controversy. 


These matters had taken until near- 
ly noon and the prospects of post- 
ponement of other papers disturbed 
some of the delegates, whereupon an 
effort was made by Commissioner 
O’Malley of Missouri, to abandon or 
limit the afternoon’s entertainment 
schedule. He was supported in this 
by several others, and Commissioner 
Earle of Oregon seconded the mo- 
tion made, but the upshot was that 
the reception of the Commissioners at 
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Congress Hall proceeded as planned, 
but committee meetings were rear- 
ranged for the purpose of speeding up 
work, and a night session was or- 
dered. 

The convention then remained un- 
til long after the noon hour for the 
purpose of hearing Commissioner 
John C. Blackall of Connecticut, who 
presented a paper on “Compulsory 
Automobile Insurance or What?” 
and an ensuing discussion of the same 
subject by Commissioner John E. 
Sullivan of New Hampshire. Both 
speakers agreed that the automobile 
accident situation was becoming in- 
creasingly serious and that some plan 
at least looking toward compulsory 
protection must come within the next 
few years. 

Superintendent Pink gave a sum- 
mary of the matters considered by the 
Executive Committee at its meeting 
the previous afternoon stating that 
the subjects given attention included 
uniformity in liquidation proceedings, 
and the basis for taxation of insur- 
ance companies ; also the unauthorized 
insurance dilemma was discussed at 
some length. The report was unan- 
imously approved. 

_ a we 

NE of the liveliest of the com- 

mittee meetings of Tuesday af- 
ternoon was one under the chairman- 
ship of Commissioner Jess G. Read 
of Oklahoma, and was devoted to ex- 
aminations. In a preliminary state- 
ment, Commissioner Read reviewed 
the history of the zoning system which 
was put in operation after the Hot 
Springs convention December, 1936. 
A notable item of his report was his 
declaration that he had not favored 
the plan at first, but had found it 
worked out much better than expected 
and that he was now: for the zoning 
idea. He gave an unbiased report of 
the arguments of the critics and pro- 
ponents of the system and recom- 
mended several improvements to be 
adopted. Among the latter were stip- 
ulations that called for notice of ex- 
aminations to be given not less than 
thirty days in advance and that zone 
managers be given more scope in the 
selection of states participating. Ac- 
tivities of the committee, he said, in 
the last five months embraced the 
supervision of twenty-four convention 
examinations in which thirty-three 
states were represented. A somewhat 
spirited debate followed in which the 
chief item of contention was the sub- 
ject of a standard per diem plus ex- 
penses for examiners—these sugges- 
tions ranging from $15 to $25. Com- 
missioner Yetka of Minnesota called 
attention to what he considered sev- 
eral defects, the most serious of 


which, he pointed out, was the occur- 
rence of situations when the zoning 
system is not practical because it does 
not make possible participation by 
states in which the company under 
scrutiny does the major part of its 
business. 

Commissioner Blackall thought the 
system was going to work out all 
right, especially with the changes sug- 
gested by the chairman, and favored 
giving the plan a longer trial. Super- 
intendent O’Malley offered several 
objections but urged that zoning be 
continued. Commissioner Mortensen 
while willing to go along was not en- 
tirely satisfied and insisted that a uni- 
form fee should be established. The 
original sponsor of the plan, Deputy 
Commissioner Gough of New Jersey, 
reported that he was pleased so far 
although he expected alterations to 
strengthen the system would be 
worked out as time demonstrated 
their need, and concluded that before 
many years elapsed a national corps 
of examiners would be assembled. 
Commissioner Ham of Wyoming and 
Commissioner Earle of Oregon, ex- 
pressed substantially the same views. 

* e °@® 

HE session on Tuesday evening 

was devoted to the consideration 
of various committee reports. Super- 
intendent Pink, speaking for the com- 
mittee on valuations, said that that 
body recommended practically the 
same formula for valuation of secu- 
rities as had been used during the 
past year and the report was adopted 
without dissent. The same Commis- 
sioner presented the recommendations 
of the group which had under con- 
sideration the employment of a full 
time executive secretary for the asso- 
ciation, and urged that such an office 
be created. However, there was vig- 
orous objection, headed by Commis- 
sioner Gough and the plan was de- 
cisively tabled. Revision of several 
provisions of the standard fire policy 
were recommended by a committee 
charged with the study of that sub- 
ject. Suggested changes to come up 
for action at the December meeting 
were: Removal of conditions and lim- 
itations relating to sole and the 
conditional ownership; building on 
leased ground ; the foreclosure clause ; 
other insurance; night operation of 
factories; explosion and lightning; 
the chattel mortgage and fallen build- 
ing clauses. Approval was also given 
to the Massachusetts provision for ap- 
praisal. 

A report on the subject of social 
security was made by Commissioner 
Hunt as chairman and by acclama- 
tion approved but with no resolution 
of recommendation. 
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Considerable heat was developed 
when the committee on unauthorized 
insurance presented its resolution for 
adoption by the convention. Partici- 
pating in the debate was Commis- 
sioner Harrison, chairman of the 
committee, Commissioner King, au- 
thor of the original resolution, Com- 
missioner Gough and Commissioner 
O’Malley. The common trend of 
agreement among most of the speak- 
ers was that care should be taken to 
make no declaration which would 
lead toward federal supervision. 

The Convention closed on a high 
note of harmony at the final session 
on Wednesday morning. Adopted 
without debate were the report of the 
Examinations Committee urging con- 
tinuance of the zoning system and the 
report of the Taxation Committee 
which recommended a formula that 
taxes be levied on a gross premium 
basis, minus cancellations and minus 
return premiums. The next meeting 
of the Association is to be in New 
York City at the Pennsylvania Hotel, 
beginning November 29, the early 
date being to accommodate the meet- 
ing of the Life Insurance Executives 
which is to be in session Thursday of 
that same week. 

* n * 
HROUGHOUT the period of 
the Philadelphia Convention, va- 

rious committees labored enthusiasti- 
cally and efficiently to supply’ enter- 
tainment for every moment the Com- 
missioners and other visitors could 
spare from the serious work in hand. 
Beyond the reception given by Com- 
missioner Hunt, already spoken of, 
the great Pamunkey tribe, now a tra- 
ditional feature of the Commission- 
ers’ gatherings, donned its colorful 
regalia to welcome a large class of 
new candidates and those who knew 
the signs and passwords report that 
Tuesday evening there was a long 
continued series of sounds of revelry 
with booming of war drums and much 
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smoking of the peace pipe and pour- 
ing of libations to and by many celeb- 
rities. 

Doing itself prouder than all others, 
however, was the Ladies’ Entertain- 
ment Committee which ranged the 
city and countryside from the swanky 
stores and hotels to the Liberty Bell, 
luncheon at Valley Forge, a tea at the 
Green Hill Farms and innumerable 
breakfasts and dinners for individual 
groups. The culmination of all the 
Philadelphia festivities was the ban- 
quet held on Wednesday evening 
where a menu deluxe delighted every- 
body, as did the postprandial oratory 
under the toastmastership of Com- 
missioner Hunt—the formal speeches 
being delivered by Commissioner Ray 
Murphy of Iowa and Commissioner 
Louis H. Pink of New York, with 
a brief talk also by J. A. Stevenson, 
Executive Vice President of the Penn 
Mutual Life and General Chairman 
of the Philadelphia, Committee. 


Thursday noon the Conventioneers 
moved on to Atlantic City where, 
after a shore dinner at the famous 
Hackney’s Restaurant, the crowd was 
left to its own devices to enjoy itself 
via the multitude of attractions along 
the Boardwalk. The return trip to 
Philadelphia was made early Friday 
afternoon and shortly thereafter the 
Convention hosts departed toward 
their homes in the four corners of the 
United States. It was a good conven- 
tion with substantial work started 
looking toward needed improvements 
in the insurance world. 


New Officers Elected 
President—George A. Bowles, Virginia. 
Vice President—S. L. Carpenter, Jr., 
California. 

Secretary—J. G. Read, Oklahoma. 

Executive Committee—L. H. Pink, New 
York, Chairman; new members: R. E. 
O’Malley, Missouri; H. H. Earle, Ore- 
gon; R. L, Daniel, Texas and J. J. Holmes, 
Montana. Holdovers: F. N. Julian, Ala- 
bama; J. C. Blackall, Connecticut; C. A. 
Gough, New Jersey. 


Presiding Officer's Address 


Delivered Before the 
Convention of the National Association 
Insurance Commissioners at 
Philadelphia June 21, 1937 


By GEO. A. BOWLES 


COMMISSIONER OF INSURANCE 
STATE OF VIRGINIA 


UR meeting here in Philadel- 
O phia in June, 1937, brings to 

mind the memorable and mo- 
mentous events which took place in 
this city one hundred and fifty years 
ago, and, when I pause to think of 
the Virginian who presided over 
that Convention, it is with a peculiar 


sense of awe that I assume the re- 
sponsibility that rests on my shoul- 
ders as a Virginian presiding over 
this Convention today. The history 
and story of the part Benjamin Frank- 
lin and your other great statesmen, 
in collaboration with our George 
Washington, James Madison and 
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others, played in the building of our 
Constitutional government furnishes 
a splendid setting for both eloquence 
and oratory such as I will not pre- 
sume to display. 

You have a beautiful and wonder- 
ful city and we are delighted to be 
your guests. The name “Philadel- 
phia” has played an important part 
in the annals of history, and per- 
haps the most famous historical 
shrine in the United States — Inde- 
pendence Hall — is located here. In 
the east room on the first floor of 
this building the second Continental 
Congress met in May, 1775. In this 
building George Washington was 
chosen Commander-in-Chief of the 
Continental Army on the 15th day 
of June, 1775, and the Declaration 
of Independence was adopted there 
on the 4th of July, 1776. The room 
contains much of the furniture of 
those days, and on its walls are por- 
traits of forty-five of the fifty-six 
signers of the Declaration of Inde- 
pendence and a portrait of Washing- 
ton by Peale. At the head of the 
stairway is the famous Liberty Bell 
which bears the inscription, “Pro- 
claim liberty through all the land 
unto all the inhabitants thereof,” and 
it is supposed to be the first bell to 
announce the adoption of the Dec- 
laration of Independence. A _ short 
distance east of Independence Square 
is Carpenter Hall, in which the first 
Continental Congress assembled on 
the 5th of September, 1774, and in 
which the National Convention in 
1787 framed the present Constitution 
of the United States. 

The extent to which the members 
of the Convention labored may well 
be obtained from the remarks of 
Benjamin Franklin, delegate from 
Pennsylvania, at the June 28th ses- 
sion in 1787 when he said: “We 
have gone back to ancient history for 
models of government, and have ex- 
amined the differént forms of those 
republics which, having been formed 
with the seeds of their own dissolu- 
tion, now no longer exist. And we 
have viewed modern states all around 
Europe, but find none of their con- 
stitutions suitable to our circum- 
stances.” The members of that con- 
vention, discovering neither in the 
past nor their own day, a constitu- 
tion adapted to the circumstances in 
which the colonies found themselves, 
the delegates, with General George 
Washington as their presiding officer, 
framed a new type of constitution, 
of which James Bryce observed in 
his “American Commonwealth”: 

“The Constitution of 1798 . . 
after all deductions . . . ranks above 
every other written constitution for 
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the intrinsic excellence of its scheme, 
its adaption to the circumstances of 
the people, simplicity, brevity, and 
precision of its language.” 

As you know, when the Constitu- 
tion of the United States was signed 
by all the members, except three, the 
Convention dissolved itself by an 
adjournment sine die, and while the 
last members were signing, Benjamin 
Franklin, looking toward the Presi- 
dent’s chair, which was then occupied 
by General George Washington and 
back of which a rising sun happened 
to be painted, observed to a few 
friends that the painters had found 
it difficult to distinguish, in their art, 
a rising from setting sun. “I have,” 
said he, “often and often, in the 
course of a session and the vicissi- 
tudes of my hopes and fears as to 
its issue, looked at that sun behind 
the President without being able to 
tell whether it was rising or setting ; 
but now, at length, I have the hap- 
piness to know it is a rising, and not 
a setting sun.” 

No two states took a more active 
part in the framing of the Constitu- 
tion of the United States than did 
Virginia and Pennsylvania, and to 
your most distinguished citizen, 
Benjamin Franklin, there will always 
be felt a debt of gratitude on the part 
of every American citizen for the 
part which he took in framing the 
Magna Carta of American Liberty. 
The Constitution the delegates pro- 
posed was first applied to the gov- 
ernment of three millions. Today the 
Constitution, too, has grown. It may 
be well said that today it is not lim- 
ited in its length to the few thousand 
words which the delegates prepared, 
for year after year decisions inter- 
preting its provisions have been ren- 
dered which may be regarded almost 
as a fundamental part of that instru- 
ment, since they reveal how its terms 
are to be applied. Many a decision 
determining the meaning of but one 
of its phrases has attained a length 
far greater than that of the Consti- 
tution. 

History has been written about the 
Constitution and is still being written, 
and will in the near future be more 
successfully written, and the Con- 
stitutional history of the next one 
hundred and fifty years in America’s 
government will probably prove as 
interesting and absorbing as that of 
the first century and a half of the 
Constitution now nearing a close. 

But not only is our sister Com- 
monwealth of Pennsylvania rich in 
Constitutional history, not only has 
it played a vital and leading part in 
the development of the government of 
our nation, but also it has played a 
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leading role in the development of 
insurance in the United States. Its 
history of insurance dates back to 
the year 1752, thirty-five years be- 
fore the framing of the Constitution 
when the first fire insurance com- 
pany in the United States was or- 
ganized here in Philadelphia. This 
company, known as the Philadelphia 
Contributionship for Insuring Houses 
from Loss by Fire, was organized 
with Pennsylvania’s statesman, Ben- 
jamin Franklin, as one of its direc- 
tors. Of the five oldest fire insur- 
ance companies now active in the 
United States, four are located here 
in Philadelphia. These companies 
are as follows: 

The Philadelphia Contributionship 
for Insuring Houses from Loss by 
Fire, Philadelphia, Pennsylvania, or- 
ganized March 25, 1752. 

The Mutual Assurance Company 
for Insuring Houses from Loss by 
Fire, Philadelphia, Pennsylvania, or- 
ganized October 26, 1784. 

Insurance Company of North 
America, Philadelphia, Pennsylvania, 
organized in 1792. 

Baltimore Equitable Society, Bal- 
timore, Maryland, organized April 
10, 1794. 

The Insurance Company of the 
State of Pennsylvania, Philadelphia, 
Pennsylvania, organized April 18, 
1794. 

Here, too, in Pennsylvania we find 
the first effort to establish life insur- 
ance in the United States when the 
Mutual Benefit Association of Pres- 
byterian Ministers was chartered in 
the colony of Pennsylvania in the 
year 1769. 

So it may be said that when we as 





New President and Vice-President 
George A. Bowles of Virginia, Pres. (Right) 
Samuel L. Carpenter, Jr., of California 
Vice-President (Left) 


insurance men journey to Philadel- 
phia to attend a meeting of this as- 
sociation we are engaged upon a 
pilgrimage to the shrine and birth- 
place of American insurance. But 
now let us turn from the early his- 
tory of insurance to some recent de- 
velopments of the past few years. 

The activities of the Federal Gov- 
ernment during the past several years 
have introduced > into the insurance 
structure many new and complexing 
problems such as H.O.L.C. Resettle- 
ment and Federal Housing Act, 
Crop Insurance, Social Security and 
Old Age Pension, and Cooperative 
Movement.* 

Our Association, that is the Na- 
tional Association of Insurance Com- 
missioners, was organized in May, 
1871. Thus was founded one of the 
country’s most unique organizations, 
existing by reason of no legal re- 
quirements or sanction, acting in 
many instances as a single supervis- 
ing unit through its component mem- 
bership. Out of the chaos came or- 
der and clear thinking, together with 
a sense of responsibility and mutual 
dependence. 

If cooperation among supervising 
officials was necessary in 1871, when 
the requirements and duties of the 
Superintendents or Commissioners of 
Insurance were comparatively simple, 
it is vitally necessary now, when 
supervision demands profound con- 
sideration. The National Associa- 
tion of Insurance Commissioners, 
through its efforts and accomplish- 
ments during the past sixty-six years, 
has done much to break down State 
barriers. The Association working 
in cooperation with the numerous as- 
sociations of company officials and 
agents has helped to advance national 
unity through more uniform laws, 
rulings and practices. Insurance has 
kept pace with the progress and ad- 
vancement of America and is today 
its greatest business — the veritable 
economic bulwark of the nation. It 
holds in sacred trust billions of assets 
for the welfare of our people. There 
can be no doubt about the tremen- 
dous influence and importance of the 
institution of insurance in the lives 
of our citizens. Without its exist- 
ence, the events of the past five years 
would have been a wreckage of na- 
tional hopes, instead of a depression 
out of which we are now emerging. 

In conclusion I want to take this 
opportunity to thank the representa- 
tives from the Canadian provinces 
for their presence here. We are in- 
deed glad to have them, and, in 
Editorial Note: Here the Commissioner discussed 
briefly the history of these various activities in 


their relation to insurance where insurance angles 
were indicated. 
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reading the Proceedings of the Con- 
vention in recent years, I have been 
very favorably impressed by the 
splendid contribution that the Ca- 
nadian supervising authorities have 
made to our convention in their dis- 
cussions and reading papers most 
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ably and brilliantly prepared in the 
interest of cooperation between the 
United States and Canada. I bespeak 
the wishes of this convention and of 
the United States that this friendly 
intercourse will continue and be 
strengthened as the years go by. 


Address of Welcome 


Delivered Beforé the 
Convention of the National Association 
Insurance Commissioners at 
Philadelphia June 21, 1937 


By OWEN B. HUNT 


COMMISSIONER OF 


INSURANCE 


STATE OF PENNSYLVANIA 


tions held in all parts of this 

country in the course of a 
year, this is undoubtedly one of the 
most serious and most important. It 
would deserve to be called a Con- 
gress rather than a convention. For 
a convention often is regarded as 
primarily social in character. But 
this gathering, by its deliberations 
and its decisions, takes on the status 
of a semi-official legislative body. ° 

It may be that we have here the 
beginnings of the system through 
which democracy will in future gov- 
ern itself. The need for such a sys- 
tem rises from the fact that life 
grows so highly complicated, that 
there are hundreds and thousands 
of fields in any one of which it re- 
quires a lifetime to attain expertness. 
Therefore, democracy may in time 
see fit to entrust the legislation con- 
trolling each branch of activity to 
representatives chosen from those 
who have proved their capacity in 
that branch. 

We see the beginnings of such a 
development today. At present, our 
legislative representatives are elected 
from geographical districts. This sys- 
tem undoubtedly had a considerable 
degree of efficiency in the days when 
the interests of the people of each 
section were closely allied. Today, 
however, we have the most widely 
divergent interests and occupations 
in the same small area. Men in one 
activity may be closely knit with 
others engaged in the same pursuit 
but living far away, as distance used 
to be considered before the day of 
the airplane and the radio. 

The insurance man in Pennsyl- 
vania will have much in common with 
his colleague in Florida or in Cali- 
fornia. At the same time, so far as 
technical affairs are concerned the 
man whose interests are steel or 
surgery may live next door to him 
but may speak a strange language. 

More and more, the problems 
raised by these very facts become 
much greater than mere questions 


O' all the thousands of conven- 


of convenience. They become prob- 
lems vital to the whole ordering of 
our national life. We want to make 
the best of the opportunity given to 
us, as a nation, to offer the best 
possible life to one hundred and 
twenty million citizens. We have 
boasted of our attainments thus far, 
but we have not done nearly so well 
as we have liked to believe. In the 
midst of unbounded wealth, we, a 
people proud of our records as the 
first to achieve many things, have 
come close to being, as the late Will 
Rogers once said, the first nation to 
suffer widespread starvation in the 
midst of the means to produce all 
the necessities of life in abundance. 


Our efforts to cope with these 
problems are often far from being 
modern. We, as I have pointed out, 
elect our legislative representatives 
geographically. But immediately each 
such representative is thrust into 
problems involving technical knowl- 
edge of hundreds of different fields. 
He could not hope to gain a smat- 
tering of knowledge of half of them 
in a long lifetime. 

There were, for example, in the 
recent session of the Pennsylvania 
State Legislature, about three thou- 
sand bills offered for consideration. 
Some of them were so lengthy that 
one bill would have made a good- 
sized volume itself. They covered 
all sorts of subjects: insurance, high- 
ways, banking, labor, education, min- 
ing, and so on. 

One person, giving all his time to 
the task, could scarcely hope to read 
all the bills through in the course of 
the months devoted to the session. 
Still less could he undertake to fa- 
miliarize himself with all the multi- 
tude of questions involved. There 
were issues in hundreds of these bills 
that had to be considered and studied 
from all sorts of angles. 


We should not be too impatient, 
therefore, with legislative bodies be- 
cause of their apparent lack of effi- 
ciency. It is perhaps more surpris- 
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ing, considering all factors, that they 
accomplish as much as they do. 
+ 6 * 

HIS convention opening here to- 

day is in a sense a legislative 
body. We can realize the problems 
of legislatures, state and national, 
when we consider that we have only 
one central subject to deal with, yet 
we shall find here wide divergence of 
opinion on various issues. 

As experts in our line, and as 
representatives of the public, it is” 
our duty to consider these problems 
from all angles. We have been chosen 
for our posts because we have been 
credited by the public with the ca- 
pacity .to understand and grasp all 
the elements involved in each ques- 
tion. We must be prepared to un- 
dertake our deliberations without 
prejudice, and to remember always 
that millions of people have entrusted 
their interests to our care. 

The state supervision with which 
we are charged is essential to the 
very life of insurance. Without it 
insurance as we know it today could 
not exist. The duty imposed on us 
is not merely that of guarding against 
dishonesty, of preventing flagrant 


violations of the trust that goes with 
the custodianship of billions of dol- 
lars of the people’s funds. With the 
growth of insurance has come the 
far more exacting task of vigilance 
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against unsafe practices. The honest 
and well-meaning, under the pres- 
sure of competition, can be urged 
into policies often far more danger- 

ous than deliberate dishonesty. 

In this day and age we are, in 
short, governed by the fact that in- 
surance involves a solemn promise 
made to all the millions of people 
who have entrusted their funds to 
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the care of this trusteeship. Our 
primary duty, as public servants, is 
to see that this promise is kept. 

In welcoming you to Philadelphia 
and Pennsylvania, I feel constrained, 
therefore, to emphasize first of all 
the serious side of this convention. 


KNOW you will find much here 

to bring again before your minds 
the real essentials of American life 
and American institutions. There is 
no need to dwell upon the fact that 
the American nation was born in 
the city and the state to which we 
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welcome you today. But it can serve 
to remind us once more that the true 
spirit of America is a hatred of 
tyranny, a demand that men and 
women shall not be downtrodden and 
denied the things that the masses of 
men strive for everywhere. 

As the commissioner representing 
the state which is your host, I am 
deeply grateful to have this oppor- 
tunity of bidding you welcome. 
Knowing you as I do, I hold no 
doubt that your meeting will be 
marked by real results. I trust also 
that your visit here will become one 
of your fondest memories. 


Plan 


An Address Delivered Before the 
Convention of the National Association 
Insurance Commissioners at 
Philadelphia June 22, 1937 


By HARRY J. MORTENSEN 


COMMISSIONER OF INSURANCE 
STATE OF WISCONSIN 


HE retrospective rating plan is 
an innovation to the regular 


established rate-making proce- 
dure. Its genesis is so recent, and 
its proposed and expected influence 
upon the orthodox method of fixing 
rates and ultimate costs of work- 
men’s compensation so indefinitely 
determined, particularly as relates 
to the larger risks, that it is not 
strange the plan has precipitated ve- 
hement discussions as to. its merits 
and demerits. Both proponents and 
opponents of the plan in its present 
form have ably argued its contem- 
plated accomplishments and the at- 
tending results it will produce, yet 
until it has had a fair trial over a 
reasonable period of time, its worth 
will remain conjectural. We can 
theorize, but it is dangerous for any- 
one to definitely judge the ultimate 
results which may flow from its use. 

The Retrospective Rating Plan has 
no past worthy of the name except 
the brief experiment. in  Massa- 
chusetts. In the course of this Con- 
vention, we are to be favored with a 
report from the Commissioner of 
that state as to his reactions thereto. 
But before I proceed further, it may 
be well to define the Plan and its 
component elements. After that, I 
shall let the exponents and critics 
of the Plan explain and discuss the 
pros and cons in substantially their 
own language. 

The Retrospective Rating Plan was 
devised as a method which will allow 
adjustment of the final premium for 
a policy of workmen’s compensation 
insurance variable between a specific 
minimum and a specific percentage 
of the standard premium for such 


policy on the basis of its own devel- 
oped loss experience. It is a modified 
cost plan providing for refunds not 
to exceed specified maximum per- 
centages of the standard premium 


and additional charges or premiums - 


not to exceed specified maximum per- 
centages of the standard premium, 
depending upon the loss record of 
the individual risk. If the loss ex- 
perience is better than standard, the 
risk gets a credit refund; if worse 
than standard, it gets an additional 
debit premium charge. The refunds 
and additional charges are gradu- 
ated. No risk can earn a credit re- 
fund in excess of 50%, and no risk 
can be penalized in excess of 75% 
of the standard premium. Three ad- 
justment periods to determine the 
premium are proposed; the first one 
to be made six months after the ex- 
piration of the policy year, the sec- 
ond about eighteen months, and the 
third and final one approximately 
thirty months after the expiration of 
the policy year. 

The rating formula of the Plan 
provides for a risk to be charged a 
percentage of the regular standard 
premium to take care of expenses 
independent of the risk’s loss ratio 
and to cover any loss in excess of 
those contemplated by the maximum 
Retrospective premium. This per- 
centage of the Standard premium is 
denominated the “Basic Premium.” 
The actual losses incurred by the 
risk during the policy year, loaded 
for claim expenses and taxes, are 
added to the Basic Premium. The 
total of these items is the Retrospec- 
tive Premium to be charged the as- 
sured, subject, nevertheless, to the 


agreement that such final charges 
shall not be less than a specified mini- 
mum nor more than a specified maxi- 
mum premium. 

The Plan originally available only 
to risks developing an annual pre- 
mium of $10,000 or over has been 
modified so as to qualify risks, which 
for the latest year of their experi- 
ence period under the adopted ex- 
perience rating procedure, produce a 
premium of not less than $5,000 at 
the current approved rate. 

The term “Standard Rates” as 
used in the Plan means the final ad- 
justed rates after manual rates have 
been modified by the application of 
either the Experience Rating Plan or 
the Industrial Compensation Rating 
Schedule, or both. 

The “Standard Premium” referred 
to in the Plan means the premium 
determined by the application of 
standard rates to the payroll of the 
risk. 

The Retrospective Rating Plan is 
optional with the assured, subject to 
acceptance by the insurance com- 
pany. The option, however, must be 
exercised prior to the inception of 
the policy period to be covered by 
the Plan. 

The Plan is independent of, but 
superimposed upon, the Experience 
Rating procedure. Even though the 
assured has elected the Retrospective 
Plan, the risk will continue to be 
experience-rated in accordance with 
the Experience Rating Plan of its 
domiciled state. It is an additional 
or supplemental adjunct to the regu- 
lar prevailing rate-making procedure. 

The Plan, once adopted, is in- 
tended to operate for a full year im- 
mediately following the rating date 
to be determined. 

& e & 
T=. Retrospective Rating procedure 
consists of: 

(1) Determination of the Standard 
Premium for the risk based upon audited 
payrolls for the policy period extended 
at approved experience rates. 

(2) Determination of the Basic Pre- 
mium for the risk by reference to a 
table of rating values which shows the 
percentage of the Basic Premium to the 
Standard Premtum for the risk. 

(3) Determination of the actual in- 
curred losses by the risk for the rating 
period. Actual incurred losses to be used 
without limit. 

(4) Conversion of actual incurred losses 
to a premium basis by means of appropri- 
ate state factors. 

(5) The converted losses then to be 
added to the Basic Premium as previ- 
ously determined. 

(6) The result thus produced is the 
Retrospective Rating Premium, subject, 
however, to the minimum and maximum 
which are determined by reference to a 
table of rating values promulgated for 
the plan. 























The Plan also provides rules and proce- 
dure for insuring a risk on the ex- 
medical basis. 

At the inception of the Plan, it was 
intended to apply exclusively on an inter- 
state basis, that is, the combined experi- 
ence for the risk for all states was to 
be used, but that has since been changed 
so as to permit of its operation within 
the limits of a single state. 

The Basic Premium includes the fol- 
lowing items: 

(1) Provisions for the expenses of the 
several administrative activities such as, 
general administration, payroll audits, in- 
spections, and partial claim adjustments. 

(2) Provision for acquisition cost based 
upon a minimum of Retrospective Pre- 
mium. 

(3) A charge for limiting the Retro- 
spective Rating Premium to the specified 
maximum premium, 

(4) A loading on the foregoing items 
to cover payment of taxes. 

According to the Plan promulgated by 
the National Council on Compensation 
Insurance, the Basic Premium charge is 
30% of the Standard Premium for risks 
from $5,000 to $25,000, inclusive, but 
graduates downward above $25,000 to a 
charge of 22.5% of the Standard Pre- 
mium for a risk of $150,000 or over. 

For a $5,000 risk, the minimum Retro- 
spective Premium is 75% of the Standard 
Premium, and graduates downward so 
that the minimum Retrospective Premium 
for a risk of $75,000 or over is only 50% 
of the Standard Premium. 

The maximum Retrospective Premium 
is 175% of the Standard Premium for a 
$5,000 risk and graduates downward un- 
til the maximum premium for a risk of 
$150,000 is 125% of the Standard Pre- 
mium. 

The Plan provides for actual incurred 
losses to be used in determining the 
Retrospective Rating Premium. 

The Plan contemplates payment of reg- 
ular commissions to agents based on the 
estimated minimum premium for the pol- 
icy period with adjustment on the basis 
of actual minimum premium determined 
on the final audit. In operation, this 
would mean that the Plan involves the 
principles of graded commissions and of 
graded expense loading according to the 
size of the risk. 

I have not attempted to cite all the 
rules and regulations covering the Retro- 
spective Rating Plan, and more no doubt 
will be formulated and applied in the 
course of its experimental progress, but 
the foregoing do constitute in general the 
most salient features and particularly 
those which have given rise to much 
debate and criticism. 


* ® e 

History 
URING the depression, some 
of the compensation insurance 
carriers had on their books a num- 
ber of large compensation risks, 
which, over a period of years had 
proven decidedly unprofitable. They 
were faced with the alternative of 
either canceling those risks or re- 
quiring a substantial increase in 
rates. The Retrospective Rating 
Plan was devised as an experiment 
on these risks, and although crude 
in its inception, it was so formulated 
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as to protect the interests of the car- 
riers and at the same time give the 
assured an opportunity to keep his 
insurance cost down to the Standard 
Premium level, provided his experi- 
ence justified it. It is claimed the 
experiment proved successful from 
the very beginning; that a remark- 
able change took place in the loss 
experience of this group of risks 
during the first year they were sub- 
ject to the Plan; that for several 
years previously those risks had pro- 
duced an average loss ratio of ap- 
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proximately 80%, whereas for the 
first year under the Retrospective 
Rating Plan, the loss ratio deter- 
mined, exclusive of any additional 
Retrospective Premium, was only 
41.4%. 

It is further asserted by the advo- 
cates of the Plan that this distinct 
improvement in the experience was 
not due to mere chance but to the 
increased interest taken by the in- 
dividual assureds in accident pre- 
vention and safety work due to the 
realization that any improvement in 
their loss experience would be re- 
flected immediately in their cost of 
insurance. Stimulated and -encour- 
aged by these results, the carriers 
emphasized the need for this type 
of rating for the larger compensa- 
tion risks. Although the Plan was 


originally designed for and applied © 


to risks with adverse experience, it 
was early recognized that the Plan 
also lent itself favorably to risks with 
good experience. Designed to pro- 
duce additional premiums for risks, 
with unfavorable experience, by the 
same token, risks with favorable ex- 
perience should be entitled to a 
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reduction from standard premiums 
under the Retrospective Rating pro- 
cedure. 

Most rate-regulated states, how- 
ever, prohibit by law reductions from 
the standard rates approved by state 
authorities, in which cases it becomes 
necessary to have the plan approved 
by the state authorities before it can 
be applied in such states. With that 
end in view, the National Bureau of 
Casualty and Surety Underwriters 
sought to develop a Plan which 
would be acceptable to all compensa- 
tion insurance carriers and which 
could ultimately be proposed for 
adoption by the National Council on 
Compensation Insurance and by the 
individual states. The Plan was sub- 
sequently submitted to the National 
Council and adopted by a divided 
vote. Thereafter it was put into ef- 
fect in all the non-regulated states 
and presented, and is now pending 
before some of the regulated states 
for their consideration. The state of 
New York has recently adopted the 
Plan with modifications. 


Provisions of the Plan 


HE Retrospective Rating Plan pro- 

vides for adjustment of the risk 
premium based on loss experience for the 
policy period to which such premium ap- 
plies. It is asserted that the terms of the 
policy contract issued by the insurance 
carrier provides full coverage as required 
under the Compensation Act of the state 
in which the assured’s operations are lo- 
cated; that the plan is purely a means 
of determining the final premium to be 
paid for such coverage. 

It is further claimed that the Retro- 
spective Rating procedure, fluctuations in 
the wage rates, volume of payrolls, fre- 
quency and severity of losses are immedi- 
ately reflected in the risk premium. To 
avoid unlimited cost of insurance to the 
assured by way of shock losses or losses 
of a catastrophic nature, maximum pre- 
mium limitations have been set up and 
fixed by the Plan which can be modified 
by further limitation on individual claims 
- circumstances and conditions may jus- 
tify. 

The exponents of the Plan further 
claim that the method of premium ad- 
justment appeals to the assured because 
it is more responsive to individual risk 
experience than the Experience Rating 
Plan which does not reflect a favorable 
trend in experience until several years 
have elapsed. Furthermore, they claim 
that the Plan should have a definite ap- 
peal to self-insured risks as providing a 
method whereby they may secure full 
coverage in a legitimate insurance com- 
pany at a cost commensurate with their 
own individual experience. 

Another distinct advantage claimed for 
the Retrospective Rating Plan is that it 
tends to liberalize the underwriting of 
compensation insurance. At the present 
time, there are many risks with rapidly 
expanding operations, such as contracting 
and manufacturing. Past experience ac- 
cumulated during the lean depression 
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years constitutes a poor yard stick to de- 
termine proper premium rates which 
should be applied to such risks. Mindful 
of the tremendous underwriting losses 
sustained by carriers during the past dec- 
ade, companies are inclined to be wary 
of underwriting such risks except at fairly 
substantial rates. They allege Retrospec- 
tive Rating affords an ideal solution since 
the risk with favorable experience will 
ultimately pay a premium corresponding 
with such indications and if the experi- 
ence proves to be adverse, the insurance 
carrier will be protected against an un- 
derwriting loss. 

Proponents further contend that the 
psychology of the Plan appeals to most as- 
sureds. They say that it is a difficult prob- 
lem for an insurance carrier to convince 
an assured at the inception of the policy 
period that he should pay higher rates. 
Under Retrospective Rating, the insur- 
ance carrier can assure the insured that 
his final premium will depend entirely 
upon the actual experience developed by 
the risk during the period of the policy. 
In other words, the premium will be 
based upon known facts and not upon 
pre-determined speculative estimates. 

It is not claimed that the Retrospective 
Rating Plan, in its present form, is per- 
fect and cannot be improved upon. It is 
claimed, however, that in its present form 
it does afford a practical and logical 
means of meeting the requirements of 
large employers in respect to determina- 
tion of compensation insurance premiums ; 
that it is actuarially sound and contributes 
to the solvency of insurance carriers: 
that it will facilitate the underwriting of 
certain hazardous types of risks which 
are usually considered undesirable sub- 
jects for insurance under the prospective 
guaranteed cost form of coverage. 

I shall now present the arguments of 
the proponents and opponents for and 
against some of the features of the Plan, 
with my comments thereon. 


Is the Plan Discriminatory? 


ROPONENTS claim that in the 

absence of a law prohibiting classifi- 
cation of risks according to size, it is not 
discriminatory to so classify them. That 
a difference of the treatment between 
classes as provided under the Plan is 
proper and reasonable and that there is 
no discrimination among the members of 
the class to which the Plan applies. They 
regard it fundamental in principle that 
discrimination can be involved only be- 
tween risks essentially of the same class. 
In support of that rule, reference is made 
to Volume III, Cyclopedia of Insurance 
Law, Section 584, by George J. Couch, 
where, in a general discussion of state 
laws against discrimination and _ rebates, 
their application and interpretation by the 
courts, he states: 

“That the object and intent of statutes 
aimed against discrimination and rebates 
is that uniform rates shall be established 
and maintained, so as to secure to all 
persons equality as to burdens imposed, as 
well as to benefits derived, by preventing 
discrimination by insurers in favor of in- 
dividuals of the same class, either as to 
premiums charged or dividends allowed, 
or, as it has been stated, in order that 
prospective insurants of the same class 
shall not be unfairly treated or discrim- 
inated against, by inducements being given 
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to one of such class, which are not avail- 
able to all therein.” 

From this authority, which must be 
given due weight, it will be seen that a 
difference of treatment between properly 
established classes is not discrimination. 
Proponents further contend that the pro- 
posed Retrospective Rating plan recog- 
nizes a proper distinction between risks; 
that the hazard element involved in large 
and in small risks automatically operates 
through statistical processes to produce 
separate classes for the determination of 
premiums under the Plan; that the com- 
parative limited operation of a small risk 
does not produce the same tendency to- 
ward regularity either as to frequency or 
size of losses that is present in a large 
risk; that in the larger risk where size 
is determined by the number of persons 
or units of property covered, the spread 
of risk makes for less likelihood of 
deviation from average experience on 
which the standard premiums are cal- 
culated, whereas on the smaller risk, the 
experience will probably register extreme 
fluctuations; that it can be proven that 
cost in excess of permissible loss cost 
decreases in ratio with increase in size of 
risk; that the larger the risk the greater 
stability, and as a consequence with 
greater accuracy can the experience of 
the risk be forecast; that this principle 
is recognized and applied in Experience 
Rating where greater credibility is given 
to the experience of large risks than to 
the experience of small risks, and credi- 
bility determined in proportion to size of 
risk. Furthermore, it is recognized that 
expenses incident to insurance transac- 
tions do not vary uniformly according to 
size of risk as evidenced by the charge 
of minimum premiums, the classification 
basis of which is determined by the size 
of the risk. It is admitted that the eligi- 
bility of any risk for rating under the 
Experience Rating Plan is determined on 








THE WINTER 
MEETING OF THE 


NATIONAL 
ASSOCIATION 
OF 


INSURANCE 
COMMISSIONERS 


WILL BE HELD AT 
NEW YORK CITY 


DURING THE WEEK OF 
NOV. 29th, 1937 


PENNSYLVANIA HOTEL 




















the’ basis of the size of the risk. The 
minimum premium required to qualify a 
risk under the Retrospective Rating Plan 
parallels the rule in respect to Experience 
Rating, which also requires a minimum 
premium to qualify a risk for such Ex- 
perience Rating. Experience-rated and 
non-experience-rated risks are two sepa- 
rate classes of risks, so recognized by all 
state authorities wherever workmen’s 


compensation rates are subject to ap- 
proval. Size of premium is the sole basis 
for the establishment of those classes. 
The fact that only approximately one per 
cent of the risks can qualify under the 
Retrospective Rating Plan does not con- 
stitute discrimination; but as a matter of 
fact, there is no real need for any size 
qualification limit, for the reason that 
the Plan offers no practical benefits to 
the smaller risks and therefore will not 
be attracted to it, and for this same rea- 
son, the Plan is not unfair to the em- 
ployer. 

By allowing larger employers to have 
the benefit of the Plan, the small em- 
ployers are in no way injured. Their 
rights and treatment and rates will not 
be affected but will be the same whether 
the plan is approved or not approved. 

It is further alleged by the proponents 
that the Plan is not only fair as between 
risks eligible and those not eligible for 
coverage under the plan, but it is also 
equitable and uniform in its application 
to, and as between, all risks qualified to 
avail themselves of the Plan. It cannot 
be said that assureds are unfairly treated 
or discriminated against when they are 
free to choose their plan of insurance 
and at liberty to contract with the insur- 
ance carriers for coverage on the plan 
desired. In fire and casualty insurance, 
generally the assured has the option of 
contracting for coverage for a year or 
term of years at correspondingly reduced 
rates for the term period over the an- 
nual rate. The same rule applies to cov- 
erage of automobiles on the unit or 
multiple fleet plan. 

There is no discrimination where an 
option is granted to all members of a 
class similarly situated. The Retrospec- 
tive Rating Plan adheres to a definite set 
of rules in its method of operation which 
are applied invariably to all risks and 
therefore meets the requirements of uni- 
formity. 

As to expense loading, the advocates 
assert that all risks written under the 
Plan, will pay their just and proper share. 
In support of this assertion, they argue 
that the expense loading under the Plan 
is analogous to an ex-medical contract 
where the premium includes full loading 
for company expenses which are in- 
curred, not as a percentage of the pre- 
mium, but on the basis of service ren- 
dered irrespective of the premium. And 
in the final calculation, the standard pre- 
mium is reduced by a certain percentage 
to obtain the ex-medical rate. 


 lacawelagede og the proper premium 
upon which to base the acquisition 
cost, the advocates of the Plan contend 
that such cost should be computed on the 
minimum retrospective premium, to do 
otherwise would not be logical; that the 
minimum retrospective premium  consti- 
tutes the real insurance for the risk; that 
additional payment by the assured will 
only be required in event of losses in ex- 
cess of the loss provisions underlying the 
minimum premium, and such additional 
charge will consist of losses, plus loading 
for claim adjustment and taxes. What- 
ever the employer pays the carrier is in 
the nature of a reimbursement on account 
of losses incurred between certain min- 
imum and maximum limits, which losses 
the employer assumes. However, these 
losses are not covered by the insurance 
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contract under the Plan, but have been 
adjusted and paid for by the carrier in 
the first instance. Such reimbursement 
should not be treated as premium, al- 
though for accounting and tax purposes, 
it is so considered. The assured is prac- 
tically a self-insurer for all losses in- 
curred between the minimum and maxi- 
mum premium which should not be loaded 
for any company expenses except for ad- 
justments and taxes. 

The advocates of the Plan claim there 
is no grading allowance for commissions 
or acquisition cost in the Retrospective 
Premium; that the Plan provides for 
fixed percentages ; that it is the same per- 
centage as paid on standard premiums 
and is uniform on all sizes of risks. They 
argue that payment of acquisition cost, on 
the basis of minimum premium only, in 
no way introduces an additional loading 
in the premium charged employers whose 
risks do not qualify for the Plan, or to 
eligible employers who do not elect to 
operate under the Plan, and that the oper- 
ation of it could not in any way increase 
the cost of any risk not written under 
the Plan; nor could the experience of 
any risks written under the Plan result 
in any increase in the cost of insurance to 
any other risk or risks written under the 
Plan. In other words, the Plan’s method 
of handling acquisition cost is absolutely 
unprejudicial to any risk or employer 
within or without the Plan. 

Another citation in support of pro- 
ponents’ position is that of Alpha Port- 
land Cement Company, et al, vs. Public 
Service Commission, 84 Pa., Superior 
Court, page 255. That case involves a 
public utility rate. The Court, in its 
opinion on the question of discrimination 
of rates, said: 

“The requirement is merely that rules 
for one class of service shall not be un- 
reasonably prejudicial and disadvantageous 
to a patron in any other class of service. 

“Before a rate can be declared unduly 
prejudicial, and therefore unlawful, it 
is essential that there is not only an 
advantage to one, but the resulting injury 
to another. There must be an advantage 
to one at the expense of the other. The 
very term discriminate presupposes some 
person or persons, natural or legal, who 
are treated to their detriment.” 

Proponents also allege that certain dis- 
criminations in insurance rates have long 
been recognized as legitimate both by per- 
sons engaged in the business and by su- 
pervising authorities. For example, the 
custom of charging “short rates” for pol- 
icies to run for less than a year is pointed 
out. In such cases, higher rates are 
charged than for annual or term coverage 
to risks exposed to the same or similar 
hazards. The justification for such differ- 
ence in charge is found in the recognized 
fact that there is a fixed minimum cost to 
the insurance company for the transac- 
tion which cannot be measured by a per- 
centage rate applicable to the amount of 
insurance. Likewise, the requirement of 
minimum deposits and nolicy fees fall in 
the same category of i.lustrations of ap- 
proved discriminations. 


Opponents Claim the Plan is 
Discriminatory 
HE opponents of the Plan contend 
that the Retrospective Rating Plan 
is discriminatory in many respects. 


JouRNAL OF AMERICAN INSURANCE 


They say the Plan discriminates un- 
fairly between large employers of labor 
and the small employers. It gives to 
some risks and advantage in insurance 
costs over others in the same business 
which possess no greater insurance haz- 
ard, and in some instances less hazard 
than those favored, because of size. Some 
of these features which produce such un- 
fair discrimination may be found both in 
the provision for losses and in the pro- 
vision for expenses. To illustrate, the ap- 
proved standard rate making procedure 
provides for the spreading of certain 
items uniformly over all risks irrespec- 
tive of classification or size. There are 
general loadings which provide for such 
items as rate reporting or reopened 
claims, underestimated loss reserves, un- 
derwriting operating losses of previous 
years as reflected in the contingent load- 
ing, off-balances of the Experience Rating 
premium, and the general catastrophe 
loading. The carriers have always in- 
sisted on such all-over loadings to pro- 
duce adequate rates. Their combined ef- 
fect on the final rate may amount to as 
much as ten to fifteen per cent. 

Opponents further claim that the risks 
written under the Retrospective Rating 
Plan will not pay their proper share of 
these general loadings since the Plan pro- 
vides for elimination of a larger per- 
centage of all general loadings dependent 
upon the size of risk; that the inevitable 
result of such procedure under the Plan 
will be to throw an increased burden of 
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the cost of workmen’s compensation in- 
surance on the smaller employers which, 
in their judgment, constitutes discrimi- 
nation, 

Opponents allege that the Plan is un- 
fairly discriminatory in the application of 
expense loading; that the provision for 
acquisition cost is graduated downward 
from a point below the percentage for 
acquisition cost in the standard rates in 
proportion to the size of risk; the greater 
the risk, the greater the discount which, 
in turn, has the effect of producing a pro- 
visional reduction in rate depending solely 
upon the size of the premium. The bur- 
den of this saving to the assured falls 
largely on the agent whose commissions 
are correspondingly reduced under the 
Retrospective Rating Plan. It is the judg- 
ment of the critics of the Plan that an 
agent will spend more time and effort in 
servicing the business under the Plan than 
he will in servicing many other risks 
not under the Plan. Yet the loading for 
acquisition is less, which to them seems 
quite inequitable. Securing and servicing 
large risks requires ability above the 
average. But, be that as it may, the op- 
ponents contend that it is absolutely im- 
proper and highly discriminatory to 
charge some risks a lesser percentage for 
so-called acquisition cost than is charged 
other risks, and that until such time it is 
possible to accurately measure expenses, 
including acquisition, the flat percentage 
basis is the most just. 

(Continued on Page 28) 
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By FRANCIS J. DeCELLES 


COMMISSIONER OF INSURANCE 
STATE OF MASSACHUSETTS 


S Commissioners of Insurance 
under the law we are sworn to 
support and administer not only that 
limited portion of the statute that 
deals with insurance, but also the 
whole body of law with all of the 
legislative and social implications 
that such laws may have in our re- 
spective states. 

In dealing with retrospective rat- 
ing we are considering a problem of 
workingmen’s compensation. The pri- 
mary purpose of any workingmen’s 
compensation law is to protect the 
workingman. If experience had 
proven that the employer of labor 
could be relied upon to perform his 
social duty toward the laborer with- 
out compulsion, then we would never 
have needed any workingmen’s com- 
pensation legislation. Experience has 
on the other hand demonstrated that 
there are four general types of em- 
ployer. 

(1) The man who will not pay the cost 

of industrial accidents. These men 
feel no social duty—no obligation to 


society—no. ethical concept of right 
or wrong. A half a century of so- 


cial education has reduced this 
group to the minimum, but some 
still exist- and they feel that any 
workingmen’s compensation legisla- 
tion is an unwarranted interference 
with their rights, regardless of the 
fact that under fundamental com- 
mon law the workingman has some 
rights of his own. 

(2) The man who is, through circum- 
stances, financially unable to pay the 
cost of industrial accidents. This 
group of well-intentioned employ- 
ers becomes more numerous dur- 
ing any financial crisis. These men 
fully intend to carry out all obliga- 
tion, but if the firm becomes bank- 
rupt and ceases to do business then 
no law can compel them to pay. 
Hence the injured workingman, 
who can least afford it, suffers. 


(3) The man who recognizes the obli- 
gation, but who is slow to pay. This 
man is not unwilling to pay, but 
either through temporary financial 
embarrassment or through a desire 
to use all available funds for busi- 
ness expansion he neglects to pay. 


(4) The man who is fully aware of the 
social obligation toward the em- 
ployee and who is willing and eager 
to make.every provision to carry it 
out. This is by far the largest class 
of employer. 











18—July, 1937 


Workingmen’s compensation laws 
seek to protect the workingman by 
making it easy for all of these classes 
of employers to comply and by mak- 
ing it difficult for the employer who 
does not wish to comply. An em- 
ployer may perform his obligation in 
any one of three ways: 

(1) Through an insurance carrier. 

(2) Through self-insurance. 

(3) Through non-insurance. 

In the Commonwealth of Massa- 
chusetts self-insurance is not per- 
mitted and so the employer must 
adopt an insurance carrier or remain 
in the field of non-insurance. If he 
remains in the field of non-insurance 
he loses many of his common law de- 
fenses. On the other hand if he per- 
forms his obligation through an in- 
surance carrier he has the benefit of 
these defenses and in addition he is 
given the advantage of a speedy ad- 
judication before the Industrial Acci- 
dent Board. If the employer elects 
non-insurance the laborer gets some 
advantage, but he must sue in the 
congested courts of the Common- 
wealth. It is to the advantage of 
both the employer and the employee 
that an insurance carrier be adopted. 
It is the aim of the Massachusetts 
law that insurance indifference be 
overcome. 

In Massachusetts the experience 
rating plan is built upon five years of 
loss experience with varying credi- 
bilities for each respective year. Dur- 
ing the period of depression the pay- 
rolls of our large industries declined 
rapidly due to pay decreases and 
shut-downs. However, the hazards 
of the occupation remained. The ex- 
perience rating plan was too inflexi- 
ble to meet the rapidly changing con- 
ditions. In small industries develop- 
ing small premium, the dollar-and- 
cent effect was negligible. On the 
other hand, in large industries the in- 
surance carrier suffered. 

Rate revisions with their conse- 
sequent increase in premiums were 
the inevitable result of this situation. 
The bottom of the depression has now 
passed. Payrolls are now rapidly in- 
creasing, and factories are reopening. 
Rate revisions under the experience 
rating plan cannot keep pace with 
rapidly changing conditions. An ade- 
quate rate based upon a depression 
payroll is an excessive rate in times 
of formal payrolls. As a result of 
these conditions, in Massachusetts, 
nearly 70% of the large employers of 
labor turned to the field of non-insur- 
ance, and to protect themselves nego- 
tiated stop-loss policies with insur- 
ance carriers or adopted plans similar 
to the Coleman plan. A year and a 
half ago, the Massachusetts legisla- 
ture made all stop-loss and similar 
plans illegal and void. As a result 
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these policies and plans were nego- 
tiated out of the state and in foreign 
countries. However sound this insur- 
ance might have been, the primary 
obligation still rested upon the em- 
ployer, and as a result the working- 
man was not given the full protection 
that the legislature intended. 


ETROSPECTIVE rating was 

approved by me a year ago in 
order that the workingman might 
have the fullest protection under the 
law. It was approved because I felt 
that it was a logical extension of the 
experience rating plan in that it gave 
an immediate charge or credit to the 
risk as soon as experience demon- 
strated the facts. 

The problem of workingmen’s com- 
pensation rating may be stated briefly 
as follows: A formula must be de- 
veloped so that the employer can 
secure the lowest price consistent 
with the financial security of the in- 
surer and this formula in order to 
guarantee the financial security of the 
insurer must be flexible enough to re- 
flect changes in conditions as soon as 
they occur. High and inflexible rates 
drive employers into the field of non- 
insurance and self-insurance. 

The test of any plan is its ultimate 
value to the workingman, and it has 
been demonstrated that legitimate 
insurance based upon flexible and 
adequate rates is the best protection 
that society can offer to the laborer. 

Retrospective rating after a year of 
trial in Massachusetts still has its de- 
fects. It is not a perfect plan, but it 
is a better plan than the straight ex- 
perience rating plan. It helps carry 
out the intent of our legislature and 
a rating plan that tends to do this 


cannot be said to be against public 
policy. It is no more discriminatory 
than the straight experience rating 
plan. 

There is a fine distinction between 
self-insurance and self-rating. In self- 
insurance the legal obligations still 
rest upon the employer and payments 
to the workingman are subject to the 
financial hazards of the employer; 
while in self-rating under an insur- 
ance carrier payments to the injured 
employee continue even after the em- 
ployer has ceased to do business. 
Retrospective rating is not self-in- 
surance. Retrospective rating gives 
greater protection to the workingman 
than self-insurance, stop-loss policies, 
or non-insurance. 

The principle of graduated com- 
missions and graduated expense load- 
ings as implied in the retrospective 
plan, is not a new one. On large 
“target risks” agents and brokers 
have regularly accepted commissions 
even lower than those in the retro- 
spective plan in order to meet com- 
petition. Companies and bureaus have 
accepted reduced loadings under the 
subterfuge of experience concessions. 
These methods as employed are dis- 
criminatory but in the retrospective 
rating plan they are made available 
to all risks developing a certain ex- 
perience and premium volume and 
hence cannot be called discriminatory. 


= retrospective rating plan 
could very well be extended to 
include all experience rated risks. 
It would give greater flexibility to 
premium charges and would give im- 
mediate recognition to favorable or 
unfavorable experience. As a result 
the risk would constantly strive by 
safety devices, accident prevention, 
and strict compliance with insurance 
company regulations to improve its 
rating. This would result in making 
our places of employment safer for 
the workingman. 

It has been proposed with some 
merit that the servicing charges made 
by the companies should be based 
upon the minimum premiums just as 
the commissions are. It is a sound 
principle of business that the admin- 
istration and production of large 
units is less expensive than that of 
small units. Graduated expenses and 
commissions should be viewed in the 
light of proven business principles. 

The retrospective rating plan in 
Massachusetts is still on trial. At 
the end of one year of operation I 
am convinced that it is a valuable and 
progressive method. As experience 
develops under it I have no doubt 
but that it will be simplified and ex- 
tended to risks with smaller premium 
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volume. I have continued my ap- 
proval of it because it meets the 
Massachusetts problem. Self-insur- 
ance is illegal in Massachusetts; 
stop-loss policies are void; non-in- 
surance is against legislative intent— 
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hence any plan that tends to bring 
employers of labor into the field of 
legitimate insurance appears to me to 
be a plan in the interests of the 
workingman and in the interest of 
the public at large. 


Compulsory Auto Insurance 


An Address Delivered Before the 


Convention of the National 


Association 


f Insurance Commissioners at 
Philadelphia June 22, 1937 


By JOHN C. BLACKALL 


COMMISSIONER OF INSURANCE 
STATE OF CONNECTICUT 


STRANGER looks into a trial 
court in St. Paul. The Judge 
and: twelve jurors are hearing 
Lawyers are at the table. 
Doctors, nurses and witnesses are in 
attendance. The following colloquy 
is heard: 
Lawyer: “Did you see the lady before 
she crossed the street?” 
Witness: “I did.” 
Lawyer: “Did she look both ways?” 
Witness: “She looked both ways and 
stepped carefully into the street when this 
automobile driver came along at a rapid 
rate of speed without blowing his horn 
and hit her.” 
* * kk * 


Second Lawyer: “Did you see this 
woman before she crossed the street?” 

Second Witness: “I did.” 

Second Lawyer: “Did she look?” 

Second Witness: “She did not look but 
hurried into the street when the automobile 
coming by at a reasonable speed got near 
her and she ran in front of it.” 


A visitor steps into a trial in San 
Francisco and hears the following: 


Lawyer: “Before you were in this ac- 
cident were you able to work regularly?” 

Witness: “I was.” 

Lawyer: “Can you work 
now?” 

Witness: “No, I cannot do any heavy 
work and must favor myself and I get 
tired very easily.” 

Second Lawyer: “Before the accident 
was this man able to work regularly?” 

Second Witness: “He only worked off 
and on.” 

Second Lawyer: 
larly now?” 

Second Witness: “He seems to be do- 
ing the way he always did.” 


regularly 


“Can he work regu- 


A visitor walks into a trial in Hart- 
ford, Connecticut, and hears the fol- 
lowing : 

Lawyer: “Doctor, would you say there 
was any causal connection between this 
woman’s broken ankle and her subsequent 
pneumonia ?” 

or: “Yes, I would say that her 

fracture reduced her resistance and had 

a bearing on her subsequent pneumonia.” 
* * * *k * 


Second Lawyer: “Doctor, would you 
say there was any causal connection be- 
tween this woman’s fracture and her sub- 
sequent pneumonia?” 

econd Doctor: “No, I would say that 
her pneumonia was an illness that was not 
at all connected with the accident in which 
she was involved.” 


ND so it goes throughout the 

country. Batteries of lawyers 
with maps and charts and wit- 
nesses are attempting to reconstruct 
throughout the length and breadth of 
the land in weeks and weeks of trial 
events that may have happened in a 
short second or two. Generally 
speaking, the injured person only 
can seek redress and secure it in his 
automobile case if he proves first of 
all, that the person against whom the 
suit is brought was negligent at the 
time complained of, and that he him- 
self was in the exercise of due care 
and acting as a reasonably prudent 
man would under all the circum- 
stances. If the plaintiff cannot prove 
that the defendant violated a com- 
mon law rule of conduct or a statu- 
tory duty imposed on him, or if the 
plaintiff fails to prove that he himself 
was free from contributory negli- 
gence then the suit fails and the in- 
jury goes without recompense. 


Has the time come to change this 
method? What are the facts as to a 
social need for a change? If a change 
is indicated what should it be? There 
has been so much recent discussion 
of this entire problem and the field 
has been so generally covered by 
more capable persons than myself, 
that this paper is no obvious effort 
to exhaust the problem or even to 
complete the reviews of the bibliog- 
raphy of the discussion. Compulsory 
insurance, or what? This is the sub- 
ject assigned to me. It might be fur- 
ther put in this way. What ultimate 
rights and liabilities will be written 
into the American social and eco- 
nomic structure by the development 
of the automobile? It is well first of 
all to keep in mind how much of the 
automobile traffic we are talking 
about. Generally speaking, all inter- 
state busses under the Motor Regu- 
latory Act are insured, if not suffi- 
ciently at least to the extent that the 
public as a whole might be generally 
protected. This is true of all public 
interstate trucking vehicles. If state 
regulatory motor truck laws are 
passed the intra-state trucker will be 
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included. Generally speaking there- 
fore the problem in its broadest as- 
pects affects pleasure cars and auto- 
mobiles owned and operated by pri- 
vate concerns delivering their own 
goods. In view of the fact that it is 
bad business for large concerns to be 
unprotected we may safely say that 
pleasure automobiles alone are the 
big problem. The generally accepted 
method of protection today is the so- 
called financial responsibility legisla- 
tion which Connecticut was the pro- 
nounced pioneer in adopting and 
which substantially means that if the 
driver or the owner is involved in 
infraction of an automobile statute, 
or in recent years if such a person 
was in fact convicted of such an in- 
fraction, then and in that event he 
cannot further operate an automobile 
on the public highway unless he satis- 
fies the motor vehicle commissioner 
that he is financially responsible, or 
is able to supply a bond showing his 
financial responsibility, or is able to 
file a deposit in cash or able to file a 
certificate of insurance. This has 
worked out fairly well and has been 
adopted in many of the states, so 
much so, that it could probably be 
characterized now as the prevailing 
method in the country. 


Hc State of Massachusetts goes 
a step further with its law that 
no person can drive an automobile 
on the public highway of the state 
unless he first shows that he is finan- 
cially responsible, or files a cash bond, 
or otherwise by a certificate of in- 
surance shows the Motor Vehicle 
Commissioner that damages up to a 
certain extent will be paid if he is 
legally liable for them. This does not 
include property damage or damage 
sustained off the public highway. 
There is the third method which is 
still in the lap of the gods and may 
ultimately be the solution of the prob- 
lem, namely, the disposition of these 
cases similar to the methods adopted 
in the disposition of workmen’s in- 
jury when the Workmen’s Compen- 
sation Laws gradually superseded the 
old litigious days of the master and 
servant relationship. Nobody seems 
to be quite entirely satisfied with the 
present situation and nobody seems to 
be able to hit upon a method that 
will be practical, reasonable and satis- 
factory to all. 

Among our own immediate neigh- 
bors here in the east, Maine has 
studied the problem and a Committee 
recommended compulsory insurance 
but the Legislature has retained the 
present method of financial responsi- 
bility. New Hampshire endeavored 
to introduce a method that would in- 
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duce every person not insured on 
taking out his automobile license to 
waive his common law right for a 
jury trial in a civil action and at- 
tempted to create a board that would 
handle the cases along workmen’s 
compensation lines, but the Supreme 
Court in an advisory opinion indi- 
cated that such a law would be a 
transgression by the administrative 
branch of the Government on the 
judicial branch of the Government. 
Massachusetts having adopted the 
compulsory insurance law in 1927 
still clings to it with a tenacity indi- 
cating that despite all the criticism of 
it, it apparently has the approval of 
the general public. The State of New 
York after studying the question for 
some years has decided to study it a 
little longer evidently on the theory 
that there is nothing like sober sec- 
ond thought. The Insurance Super- 
intendent of that state, the Honorable 
Louis H. Pink, is of the opinion that 
a compensatory feature embracing 
wider and probably compulsory cov- 
erage of some nature will be the ulti- 
mate result of the trend surround- 
ing this discussion. While Pennsyl- 
vania has rejected a compulsory 
insurance law the Insurance Commis- 
sioner of that state, the Honorable 
Owen B. Hunt, is reported in the 
press to have indicated that he ap- 
proves as a final solution the same 
method suggested by the New York 
Superintendent. 

At the close of the General Assem- 
bly in 1935 in Connecticut the Gover- 
nor in that state, the Honorable 
Wilbur L. Cross, appointed a com- 
mittee consisting of the Motor Ve- 
hicle Commissioner, a Judge of the 
Superior Court, and the Insurance 
Commissioner, to study the Connecti- 
cut Financial Responsibility Act and 
to report back to the new General As- 
sembly in 1937 the result of its obser- 
vations. This Committee had public 
hearings in five cities in Connecticut 
and had conferences at frequent in- 
tervals with representative groups of 
citizens, usually those interested at 
each meeting in a group of people or 
in a definite social problem or in some 
trade or industry. Its study lasted 
from the late Summer of 35 until 
the late Fall of ’36. As a result the 
Committee felt that the Motor Vehi- 
cle Commissioner should have fur- 
ther authority in requiring evidence 
of financial responsibility without 
necessarily waiting for a conviction 
of violating one of the motor vehicle 
laws or merely by finding that prob- 
ably a motor vehicle law was vio- 
lated. The Commission suggested 
also that the bill formerly on the 
statute books of the state whereby a 
person against whom a judgment has 





JourRNAL oF AMERICAN INSURANCE 


been secured in an automobile case, 
but who has not paid the judgment 
for sixty days should not be permitted 
to drive an automobile on the high- 
way thereafter until the judgment has 
been paid should be revised. The 
Commission also felt that the prob- 
lem was of such far-reaching im- 
portance as to require the payment 
by each applicant for registration of 
an additional $2.00 to go into a fund 
out of which medical, hospital and 
nurses’ bills up to $300.00 would be 
paid by the state to any resident of 
the state injured in an automobile 
accident regardless of fault. The fund 
should be reimbursed by the amount 
expended in the event that the in- 
jured person recovered in court 
against the negligent third party. It 
is interesting to note that the Legisla- 
ture rejected the unsatisfied judgment 
suggestion and rejected the sugges- 
tion for the creation of a fund, but 
did look with favor on the recom- 
mendation that the Motor Vehicle 
Commissioner be given broader 
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power to require certificates of finan- 
cial responsibility. This in itself is 
an indication of the trend of the times, 
to look upon the Motor Vehicle Com- 
missioner as the man who ultimately 
may decide the problem. There is 
bound up in this tendency the sub- 
conscious feeling that after all the 
solution will not be one of compulsion 
merely, but of education and law en- 
forcement affecting the driver of the 
car. The arguments against compul- 


sory insurance seem to be that it 
limits freedom of contract, it does not 
take care of the driver from outside 
of the state, it does not take care of 
accidents off the public highway, it 
lends itself to political usages, it ap- 
parently has some connection with 
higher rates, although this is not 
thoroughly established, and on the 
whole it presents new problems with 
whatever good comes of it. The 
argument against the present finan- 
cial responsibility acts is that no mat- 
ter how good they are they still leave 
the driver with his first bite, and it is 
the damage done by the first accident 
either in the death of a wage earner 
or the serious injury or permanent 
disability of some other person that 
produces the social problem giving 
rise to the present argument. Then 
again the driver who has had a good 
record cannot understand why he 
should be compelled to take out insur- 
ance and others whose use of auto- 
mobile is comparatively restricted do 
not feel that they should pay for in- 
surance as they are not in a class 
with the drivers who are constantly 
on the road. 

The argument against the compen- 
sation without fault theory is three- 
fold. First, the theory of liability for 
fault only is so firmly embedded in 
our social structure that this solution 
is too much of a jump; second, the 
workmen’s compensation laws 
avoided the unconstitutional argu- 
ment by giving the employee a choice 
or selection, a Hobson’s choice it is 
true, but a choice nevertheless, which 
it would be impossible for this new 
measure to give; and thirdly, the eco- 
nomic value of the life of citizens dif- 
fers one from another in such a way 
that it would be difficult if not im- 
possible to arrange for a schedule of 
payments taking care of the situation. 


T seems to me that the trend in the 

automobile industry makes it impossi- 
ble to conceive that the present situation 
will continue. As I dictate these remarks 
I am standing in the window of my office 
overlooking the plaza to the south of the 
Capitol Building in Hartford. The Legis- 
lature is in Session and in every available 
space as far as the eye can see where an 
automobile can be parked under the City 
ordinance, automobiles are parked and in 
some places three and four deep. They 
are the cars of the members of the Assem- 
bly and citizens interested in their doings. 
Years ago transportation was railroad 
transportation only by special trains from 
the remotest corners of the state. Today 
the automobile is ubiquitous, what’s more 
it is democratic and every city of any 
size finds its streets congested during the 
day. The automobile fills our eyes with 
the flash of the windshield, our ears with 
the sounding of horns, our nostrils with 
the smell of gas. Thousands of them can 
pass over a given point in a short period 
of time. Therefore when the injured per- 
son must prove that the driver of a car 


which hurts him was negligent he has to 
show by a preponderance of the evidence 
that one or more of several things hap- 
pened; either the driver did not blow his 
horn when he should, or did not slow 
down approaching an intersection, or did 
not have control of his car, or did not rea- 
sonably keep a lookout for the plaintiff, 
or operated a car with defective brakes, 
or operated a car with defective tires 
when he knew or should have known it, 
or drove too fast for traffic conditions, 
or operated too speedily considering 
weather conditions, or failed to observe 
the general use of the highway. Then he 
must go further and prove that this fail- 
ure to exercise a statutory or common 
law duty was a substantial factor in pro- 
ducing or in other words proximate cause 
of the injury. He must prove the rea- 
sonableness of the hospital and medical 
treatment and of the charges therefor. 
He must show that no negligent conduct 
of his own was a substantial factor in 
producing the collision or the resulting 
damage. 

How reminiscent this is of the old com- 
mon law suits of the servant against the 
master. The servant’s arm would be torn 
with a press or insecure footing would 
send him tumbling or a fellow servant’s 
carelessness would produce an _ injury. 
When sued the master would interpose 
the defense that he reasonably gave the 
servant a safe place in which to werk, 
that he supplied him with safe tools, that 
if the work was hazardous he gave him 
reasonable instructions, and that he used 
due care in the selection of competent 
fellow-workmen and that the injured 
workman assumed the ordinary hazards 
of the employment. Whereupon the ser- 
vant would have to show if he could that 
the hazard was not an ordinary but an 
extraordinary and unexpected one, that 
the fellow-workman, if the master had 
inquired, would have been found to be 
incompetent or that the master did not 
entirely instruct him in the intricacies of 
the operation of the machine, or that the 
place in which the work was being per- 
formed while apparently safe was sub- 
ject to a hidden peril known to master 
and not known to the servant, or disclosed 
to him. If the servant was lucky and 
lived long enough he got a judgment. The 
legal ‘maneuvers cluttered the docket of 
the court just as automobile negligence 
cases today comprise the greater bulk of 
the cases pending on the trial docket. Is 
it any wonder that the old master and 
servant lawsuit finally gave way to the 
modern Workmen’s Compensation Acts 
where negligence was entirly eliminated 
and the only test remaining was whether 
or not the injury arose out of and in the 
course of employment? It is not neces- 
sary to conclude that the present situation 
will ultimately lead to the same solution 
for the injured automobilist or the de- 
pendents of the victim, but as a possible 
solution it cannot be discarded. On the 
other hand it cannot be said that the delay 
in arriving at a solution has been due to 
any activities of insurance companies. 
When the Maine Legislature rejects a 
tentative report favoring compulsory in- 
surance, and the New Hampshire Legis- 
lature while considering it fails to adopt 
the compensatory method, when the Con- 
necticut Legislature is reluctant to move 
into that field described as liability with- 
out fault, when the New York Legisla- 
ture hesitates to arrive at a conclusion 
and wants more facts, and when the Penn- 
sylvania Legislature is not prepared at 
this time to give the answer to the ques- 
tion, it is reasonable to conclude that we 
are discussing a social problem on which 


JouRNAL OF AMERICAN INSURANCE 


the minds of a great many men are still 
in an attitude of inquiry. 


I DID feel at one time that if compul- 
sory insurance was adopted generally 
it might accelerate the day when every 
citizen would realize that he is contribut- 
ing to the total payments for losses no 
matter how good his record is, and that 
with this realization would come an in- 
sistance for better enforcement of the law. 
It may be that the mounting number of 
deaths and the increasing serious injuries 
will open the eyes of the motoring public 
before their pocketbooks are too greatly 
affected, and if this is done perhaps the 
present system will continue longer than 
we expect due to an increased realization 
that every driver must be equal under 
the law. I do not mean to infer by this 
that the Motor Vehicle Commissioners of 
the States have been recalcitrant in their 
duties, nor that the officials enforcing 
the law on the road are blind to their 
obligation, or that the judges deciding the 
cases, particularly in the lower courts, are 
lenient to the point of undue tolerance, but 
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I do say that the problem is not an iso- 
lated one of the injured person only but is 
involved, is intricate and is inevitably 
woven into this whole social structure of 
ours which requires that people move 
around fast, often and in all directions. 
We think of this thing too much in terms 
of the other fellow. We read in the morn- 
ing paper that a car has hit a post killing 
two people and we dismiss it from our 
mind by saying that the next car that hits 
a post will still kill the other fellow and 
not ourselves. We pass a red light be- 
cause the road is clear and fail to realize 
that the fellow in back of us might be 
guided by our example to do the same 
thing and find that his road isn’t so clear. 
We take a stirrup-cup in bidding our host 
Goodnight, not realizing that we are drink- 
ing a toast to the margin between safety 
and injury. An obscure incident will warn 
us that our brakes need attention but we 
decide we will handle that tomorrow. The 
sum total of these inadvertences is the 
sum total of our problem. 

It may be then that the succinct answer 
to the question “Compulsory Insurance Or 
What?” is “Compulsory Insurance or the 
Exercise of Reasonable Care.” 
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URING our lifetime we have 
D observed more striking prog- 

ress and scientific achieve- 
ments than have actually occurred in 
any like period in the history of the 
world. These scientific achievements 
have brought to the great Arena of 
America, a mechanical operative de- 
vice which is styled an automobile. 
This vehicle at one time threatened 
the actual supremacy of our railroad 
system. It has turned our marketing 
centers inside out. It has substituted 
joy, pleasure and speed for the con- 
tentment of the American home. It is 
reasonable to assume that there are 
today, more owners of automobiles 
than there are home owners in Amer- 
ica. 

Doubtlessly, all of us will unani- 
mously concur that the automobile 
today has a strangle hold upon the 
general public which will continue to 
expand and exist beyond the imagina- 
tion of the mind of man. 


Now, we have before us with the 
advent of the automobile, a nation- 
wide human vexing problem—auto- 
mobile accidents and results there- 
from. This human life toll therefrom 
is appalling, and with its serious per- 
sonal injuries, and property damage, 
presents a situation which is worthy 
of any sacrifice which this Association 
might make applicable ; together with 


our united cooperation, for I confi- 
dently believe that any fair-minded 
person would exemplify and extend 
his concurrence. 

This vexing human problem must 
be solved and our action in solving 
it is warranted to the extent of pro- 
viding an equitable means whereby 
injuries, personal and otherwise, in- 
cluding property damage, must be ex- 
tended indemnification upon a fair, 
equitable and reasonable basis. 

As a group of governmental agents, 
our Association should take, in con- 
nection with losses resulting from au- 
tomobile accidents, a definite position. 
This position, if any is taken, should 
be predicated upon the right spirit 
and principle of human rights and 
interest and we should signify our 
willingness to cooperate to the fullest 
extent. 

Unity is the most effective process 
at our command, for in unity there 
is strength, but on the other hand, if 
we stand divided or leave the solu- 
tion of this great question to another, 
the human problem might go un- 
solved until it is too late. 

We are all familiar, as govern- 
mental agents, with the “buck-pass- 
ing” process too often made applica- 
ble in connection with vital under- 
writing insurance problems, and 
when we leave these vital problems 
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to a group of paid lobbyists of insur- 
ance companies, we do so at the peril 
of the most honest and innocent per- 
sons of the society of our great nation. 

I have the utmost confidence in the 
institution of casualty insurance and 
their executives, but they are only 
human, and I find during my brief 
period that the human element is 
more or less weak at its best, and the 
craving for gold too often warps the 
honest judgment of company execu- 
tives. 

In addition to our interest respect- 
ing this nation-wide vexing problem 
—automobile accidents—the institu- 
tion of casualty insurance has an in- 
itial and requisite interest, which 
probably exceeds in a business way, 
the interest of any other individual 
group or institution today. 

The business of casualty insurance 
from the perspective of the insurer, 
and particularly that division of cas- 
ualty insurance relating to motor 
vehicle liability, has been brought 
about by the energy of companies, 
their agents and representatives in 
the field, and fundamentally predi- 
cated upon the continued assertion 
that it was good business policy to 
procure protection, by this means. 
Such success as has been attained is 
principally due to the acceptance by 
the motor vehicle owning public of 
the representations made by the in- 
surers, and the almost inconceivable 
expansion of the operation of motor 
vehicles. We must agree that the 
position then, insofar as constituting 
a premise that it was good business 
program to insure against liability, 
which, by the issuance of a policy 
contract, has not been altered by an 
increase of business over a period of 
years. If it was good policy then, it 
is good policy now, and the volume 
of such business now written con- 
firms that position. We cannot hold 
otherwise. We must and do recog- 
nize this principle and recognizing it 
are continually, day by day and week 
by week, advocating and seeking fur- 
ther extension and broader fields 
wherein the business may be bene- 
fited. 

There have been legislative enact- 
ments adopted in various jurisdic- 
tions, which, by statute, fix in some 
degree, conditions comprising a part 
of the policy. The general tenor of 
these statutory provisions has brought 
about a marked change in the inter- 
pretation of motor vehicle liability 
policies. Originally designed for the 
protection of the assured, qualifica- 
tions and conditions have been con- 
tinually added by legislatures, Insur- 
ance Departments and some compa- 
nies so that today, not only is the 
policy a protection to the assured, 
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primarily based upon his negligent 
conduct, but also to anyone entitled 
to share in the benefits of the policy. 
A policy of motor vehicle liability in- 
surance has been recognized and 
adopted as an agency of society and 
is generally being construed (for the 
accomplishments of that purpose). 


OTWITHSTANDING this 
change of complexion, insur- 
ers are reaffirming the principles un- 
derlying the creation of this division 
of casualty insurance, to the end that 
its development is as remarkable and 
forms as essential part in the present 
day trend as the subject matter itself. 
Following this development to a con- 
sistent conclusion and from a compre- 
hensive viewpoint, it must be the aim 
of all insurers considered collectively 
to insure all motor vehicles. If the 
theory is applicable to one, it must 
be applicable to all, excepting only 
those risks which by character, physi- 
cal impairment and experience are 
not insurable at any rate. 

Considered in this dominant light, 
which would only be the fulfillment 
of company aims, the accomplishment 
of this result would be an entirely 
voluntary act. If through the inter- 
vention of state law-making bodies, 
the design of the ultimate attainment 
of companies is brought about, not 
prompted by any beneficent attitude 
toward insurers but as materially af- 
fecting the public interest, the general 
public interest and protection should 
be foremost in its importance and 
must be extended fair and reasonable 
consideration. 

Regardless of whether or not it 
should be so, the fact remains that it 
is so. Unfortunately the criticism is 
not of a constructive nature and is 
offered despite repeated indications 
and marked evidence in my section 
of the country that in the very near 
future, some kind of legislation will 
be enacted throughout this entire na- 
tion, seeking to protect travelers on 
the highways. 

The criticism offers nothing to the 
public for the natural and inevitable 
consequences of accidents. It seems 
to be evident that the public wants a 
remedy of some sort for the contin- 
ually growing menace of uncompen- 
sated physical injuries and property 
damage sustained in motor vehicle 
accidents. We cannot “bury our 
heads in the sand” to this demand. 

As insurance men, thoroughly con- 
versant with the entire situation, we 
at least should offer our advice and 
take a right stand and show a dispo- 
sition to wage battle to effect favor- 
able results. If that is necessary, and 
I believe that it is, we should offer 


our assistance in any way possibile 
and consistent, together with our 
recommendations born of the knowl- 
edge acquired and experience ob- 
tained from the operation of the 
Massachusetts Law. In this way we 
can formulate a plan in the very in- 
ception of proposed legislation which 
will eliminate many detrimental fea- 
tures and will well satisfy the public 
demand. We should exercise more 
tolerance in seeking some definite ob- 
jective which will be mutually satis- 
factory. 

That there is need of some plan 
which will protect careful travelers 
upon the highway must be obvious. 
Motor vehicles are more destructive 
of human life and the cause of per- 
sonal injury than any other cause. 
Statistics in New England show a 
steady increase not only in number 
but in gravity, fatalities alone jump- 
ing substantially year in and year out. 
It has been suggested that a more 
strict enforcement of motor vehicle 
laws is the answer. It is a help, and 
a decided help, but it is not the solu- 
tion. We have, and now are wit- 
nessing and waging of safety cam- 
paigns in schools, civic organizations, 
newspapers, magazines, by casualty 
companies, fraternal organizations, 
state and municipal bodies. A very 
earnest and honest attempt is being 
made to reduce the hazard of motor 
vehicles, but nevertheless an increase 
in accidents is the answer, and the 
number and seriousness of these acci- 
dents create social problems of de- 
pendency which can best be met by 
motorists as a class. A further indi- 
cation that some plan must be formu- 
lated is evidenced by this further fact. 
In New England outside of Massa- 
chusetts, it is generally estimated that 
not more than 45 per cent of owners 
of motor vehicles are, by insurance 
or otherwise, financially able to sat- 
isfy executions which might be re- 
turned against them. Carrying this 
estimate to a conclusion the appalling 
toll of human life and financial loss 
must be readily apparent and creates 
the foundation for the demand being 
made on legislatures for the elimina- 
tion of this very serious economic and 
social problem by some plan. We 
must accept the conclusion that some 
action is going to be taken eventually. 

If this assumption is correct, the 
question presenting itself is this— 
what is the best practical plan? 

eee 


ITHIN the last ten years there has 

been quite a general enactment of 
the so-called Financial Responsibility 
Laws. Although dissimilar in many re- 
spects, varying according to local condi- 
tion, the fundamental purpose of each is 
substantially the same. Either because of 
violation of some particular law, or being 








found responsible for the happening of an 
accident, an operator would then be re- 
quired to furnish evidence of his financial 
responsibility before again being permitted 
the use of the highways, or as in the State 
of New Hampshire, the owner of the 
motor vehicle or the operator are required 
by law to furnish a financial responsibility 
for the first accident by indemnifying the 
injured parties. This, likewise, has been 
without any effective results. Unfor- 
tunately, anticipated results following en- 
actment of Financial Responsibility Laws 
have not become a reality. Briefly, such 
Acts have neither protected society nor at- 
tained any prominence by making the 
highways more safe. Irresponsible indi- 
viduals neither consider their own safety, 
nor the results of conduct reasonably to 
be anticipated as the result of their neg- 
ligence, and a survey has aptly established 
the fact that operators are responsible for 
many of the most severe accidents. It is 
of little or no consequence to one seriously 
maimed or injured, or the dependents of 
one killed by such an irresponsible per- 
son, that whoever may next be the target 
of his negligence will be compensated. To 
this condition in no small degree may be 
attributed the agitation for a change in 
the States which already have had such 
laws in effect a period of years. Financial 
Responsibility Laws have not served and 
will not serve the purpose for which they 
were intended. 

For substantially a similar period there 
has been in effect and operation a com- 
pulsory insurance Motor Vehicle Liability 
Law in Massachusetts. It is the only state 
that has enacted such broad legislation. Al- 
though practically every state embodies 
some of the requirements in a limited 
form, and within this latter classification 
are Owners or operators of motor ve- 
hicles designed for the purpose of carrying 
passengers for hire. The compulsion that 
they furnish protection to those having 
occasion to use their conveyance, in the 
event of injury sustained by negligent 
conduct, is rather widespread in its scope. 
The Massachusetts Act with its accom- 
plishments and abuses has been the source 
of study and investigation by many repre- 
sentatives of different states, countries 
and individuals, practitioners of law and 
otherwise. To what extent and upon what 
theory such study may have been made, 
of course, I have no way of knowing, but 
we all are cognizant of much criticism 
having been made of this form of legisla- 
tion. It might be worthwhile in passing 
to consider the merit of the rather 
hackneyed criticism of the Massachusetts 
Law which in certain aspects is dema- 
goguery in its nature. 

Much of the criticism is devoted to 

allegations that a Compulsory Motor Ve- 
hicle Liability Insurance Law will pro- 
mote fraudulent claims, become a subject 
of political discussion, would not help so- 
ciety, establish arbitrary rates and create 
an additional burden for the automobile 
owning public. 
_ Whether or not the general severe crit- 
icism made applicable by representatives 
of insurers in connection with the Massa- 
chusetts Compulsory Law is entirely jus- 
tified might well be considered a debat- 
able matter. Fraudulent claims are not 
peculiar to any particular state within the 
boundaries of the United States and on a 
percentage basis, fraudulent claims are 
probably just as great beyond the bounda- 
ries of the Commonwealth of Massa- 
chusetts as they are within. 
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I could expound liberally in defense of 
the Massachusetts Compulsory Act for I 
am strongly in favor of some kind of a 
Compulsory Act, but in lieu of so proceed- 
ing, I propose to make a definite and hon- 
est estimate of the so-called Financial Re- 
sponsibility Laws, together with that of 
the Massachusetts Act and effective results 
therefrom. It must be recognized that the 
primary objective of the Massachusetts 
Act in connection with automobile acci- 
dents and personal injuries sustained 
therefrom provides a definite means of in- 
demnification on a basis of approximately 
100% for the Society of the great Com- 
monwealth. What greater accomplishment 
could be anticipated by the advocates of 
the foregoing law? 

Now, in connection with the results ac- 
complished by so-called Financial Respon- 
sibility Acts, very limited effective and 
worthwhile results have actually been 
manifested. However, I do consider that 
the foregoing law which prevails in many 
states of this nation has slightly increased 
the business of automobile liability insur- 
ance, but in no state in this Union is there 
in excess of 45% of actual owners of 
automobiles which are today covered with 
insurance so we have before us two oper- 
ative plans which have been in effect for 
approximately ten years — Financial Re- 
sponsibility Laws and Compulsory Insur- 
ance Acts. 

Compulsory automobile insurance acts 
appear to be the only effective remedy and 
some such statutory acts should be en- 
acted into laws of every state in the 
nation. Uniformity in connection with 
such acts should be seriously and favor- 
ably considered. 

e @ 6 
NDOUBTEDLY all of us realize 
the paramount importance of some 

adopted operative process. Likewise, va- 
ried suggestions pertaining to applicable 
plans should be cautiously analyzed and 
considered. I suggest as a means of ap- 
proaching this situation that this Asso- 
ciation cautiously consider dual operative 
devices. 

1. The issuance of an automobile lia- 
bility contract pursuant to a compulsory 
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law covering the legal liability of the ve- 
hicle owner. The broad coverage which 
prevails today and permits any person to 
operate the owner’s vehicle with his ex- 
pressed or implied consent in accordance 
with the terms and conditions of the pol- 
icy contract should be substantially re- 
duced and restricted. 


2. A specific compulsory plan whereby 
every holder of a license to operate a mo- 
tor vehicle should be covered with a 
specific automobile liability policy contract 
which would cover for the legal liability 
of the operator for his negligent conduct. 

These dual proposed arrangements are 
worthy of serious consideration for I con- 
fidently believe that if they were adopted 
by law, an effective solution of this great 
problem might well be anticipated. Today 
the institution of casualty companies, in- 
surance departments, and owners of motor 
vehicles are confronted with premium rate 
problems which are extremely disturbing 
in their nature to all concerned. The dual 
insurance arrangement plan would go a 
real distance in effectively coping with this 
premium rate situation, and also provide 
that initial accomplishment — real pro- 
tection for the society of this nation. To- 
day, this entire nation is confronted with 
a most vexing human problem — automo- 
bile accidents. Certainly there is some 
commensurate and commendable action 
worthy of this Association's voluntary 
consideration, and we should stand ready 
to make any sacrifice at our command to 
achieve effective results. 


For ten long years I have been a strong 
advocate of Financial Responsibility Laws. 
These laws are no longer entitled to con- 
fidence, neither are they entitled to my 
further support as Insurance Commis- 
sioner of the State of New Hampshire. 


I stand today one hundred per cent for 
compulsory law, developed by executives 
of casualty companies and members of 
this Association. We should attempt to 
develop the required and essential com- 
pulsory law from an impartial viewpoint. 


I want it definitely understood that I 
favorably recognize extending the insur- 
ers fair and equitable premium rates, to- 
gether with an adequate profit factor. 


If we shirk this great responsibility and 
leave it to others, we might well antici- 
pate State Fund Insurance or Federal 
legislation. 


There is a life that is worth living to- 
day as it was worth living a hundred 
years before; that is, an honest life, a 
useful life, an unselfish life, a patriotic 
life, cleansed by devotion to an ideal. 


There is a battle that is worth fighting 
for now, as it was worth fighting for 
then, and that is the battle of justice and 
liberty — insurancewise and otherwise. 
Break the rings that strangle human jus- 
tice and liberty and lift the weights from 
the shoulders of the unfortunate and 
downtrodden and keep them broken. 
Cleanse, insofar as within our powers lie, 
fountains of our national life from com- 
mercial, political and social corruption. 


Teach our sons and daughters by 
precept and example what an honor 
it is to serve the function of our gov- 
ernment. That patriotic work and 
likewise the institution of insurance 
is worthy of the finest manhood and 
womanhood on this earth. The well- 
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born are those that are born to do 
that work. The well-bred are those 
that are proud to do that work. The 
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well educated are those who see the 
deepest into the meaning of this great 
work, 


More Than Insurance 


An Address Delivered Before the 
Banquet of the National Association 
Of Insurance Commissioners at 
Philadelphia June 23, 1937 


By RAY MURPHY 


COMMISSIONER OF INSURANCE 
STATE OF IOWA 


FTER a graceful introduction 

full of good humor, and an ac- 

knowledgment of the general 
hospitality of Philadelphia, Commis- 
sioner Murphy, continued: 


The holders of insurance policies pay 
in advance, but they pay with more than 
usual certainty that the protection for 
which they pay will be fully re- 
ceived. They have through their pay- 
ments, through their subscription to the 
practice of insurance, built up tremendous 
financial structures which wield an al- 
most incalculable influence upon the eco- 
nomic and social life of America. Any 
organization, of influence of such magni- 
tude owes an especially important and 
significant obligation to the society upon 
which it depends, to the society which 
depends upon it. It is therefore not suf- 
ficient that the commissioners and insur- 
ance company executives police the com- 
panies against what we Americans de- 
scribe vividly as “crookedness.” My own 
observation leads me to believe that de- 
spite the exceptions which make vigilance 
necessary in the public interest, there is 
relatively and actually but little dishon- 
esty in the management of insurance com- 
panies. The eminent Philadelphian, Ben 
Franklin, in the character of Poor Rich- 
ard long ago popularized the truth as 
ancient as organized society itself, that 
“Honesty is the best policy.” With what 
compelling force does that saying apply 
to the business of insurance! Take from 
it the halo of honesty and it crumbles as 
quickly as the commonest clay. Invest it 
with the virtue of intelligent integrity and 
it stands an enduring monument to all 
that is best in men and women. It is not 
my purpose in the brief time at our dis- 
posal tonight, to touch upon the statistics 
that appear in the consolidated statements 
of the companies of America. It is rather 
my purpose to touch, and only to touch, 
upon a few fundamentals, as I conceive 
them to be, which do not appear in com- 
panies’ statements. Life insurance state- 
ments will show that a hundred billion 
dollars of life insurance is in force in 
America, that the companies thus insuring 
have assets of twenty-five billion dollars. 
Sixty-three million life insurance policies 
are in force in these United States. But 
behind these figures are certain significant 
truths, 


Of these, one of the first is the interde- 
pendence of insurance, the fact that it is 
so completely tied up with the success or 
failure of the economic endeavor of all 
America. Let our railroads, our utilities, 
our industries, our agriculture, our public 
and private enterprises falter, and insur- 
ance suffers—when insurance suffers a 
hundred and thirty million individual citi- 
zens suffer. 


Another fundamental is that insurance 
cannot prosper unless Tom, Dick and 
Harry can buy it. Concentrate in a few 
hands wealth ten times as great as Amer- 
ica possesses, and insurance would shrink. 
Place the present wealth in the hands of 
many millions and insurance will thrive. 
In brief, for insurance to do well, Tom, 
Dick and Harry, the average American 
citizens, must do well. They must have 
a fair share of the wealth of this country 
if they are to have property to protect, 
if they are to have investments to make, 
if they are to provide for the future of 
their families. Do not misunderstand me, 
—I am not an organizer of “Share-the- 
Wealth” clubs. 

Last Fall we were startled by the asser- 
tion of a successful business man of na- 
tional prominence that no policy of insur- 
ance was safe. There was prompt denial 
and refutation, not only from political 
circles but from many, if not all of the 
insurance people of the country. It was 
an unfortunate statement, to say the least, 
not to be excused by the fact that it came 
from a candidate in the heat of a political 
campaign. 

I wonder if we need worry about its 
truth, I think not. 

Soon after the World War, following 
a period of destruction of wealth, the na- 
tion’s Federal debt was about twenty-seven 
billion dollars; today it approximates 
thirty-five billion, against which may be 
placed assets of perhaps five billion. A 
huge debt, yes, but to me the increase dur- 
ing a period of increased production of 
wealth, is not in itself alarming. Is it not 
much more intelligent to persuade the 
American people that we can readily re- 
duce our debt in a reasonable period, for 
the past proves we can, than to give ear 
to the prophets of gloom? Certainly the 
belief that we cannot is not going to help 
the development of insurance nor pro- 
mote its soundness. 


E have worshipped the gold stand- 
ard, and viewed with alarm the de- 
valuation of the dollar. Since the gold 
profit accruing to the government is held 
in a Stabilization Fund, is not its use con- 
structive? Gold is not an essential of 
domestic trade — that is quite evident; 
its importance lies in inter-national trade, 
bought and sold as it is by the govern- 
ments to settle foreign trade balances. It 
was highly important that this country 
maintain our currency in balance with 
other countries, and this impelled and 
driven by world conditions, it did, and to 
my mind the insurance world, despite 
gold clauses in mortgage contracts, should 
not be alarmed. 
We sometimes complain of reciprocal 
trade agreements. Again it seems to me 


we should not be alarmed. Rather it seems 
a matter of national gratification to me 
that the Secretary of State has seen the 
wisdom of reciprocal trade agreements as 
a means of economic adjustment in the 
interests of world peace. 


We look with concern upon the use of 
the taxing power of the Federal govern- 
ment to raise money for social welfare 
purposes. Has there not been a great 
change in our thinking, and do not most 
of us now admit that social security in 
principle is the order of the day, and in 
practice, has been too long delayed? Does 
anyone believe we will abandon the the- 
ory? Do we now see in it a grave threat 
to the institution of insurance? I trust 
not. It is a challenging problem that 
cannot be ignored, and that the insurance 
world must help to solve. 

Why do I touch so briefly upon these 
important national problems? First, be- 
cause I must be serious for ten minutes 
or so; second, because, like them or not, 
they are your problems, and your worry; 
for the future welfare of our country 
and of insurance is bound up in their solu- 
tion. If that be true, then it seems like- 
wise the duty of insurance company execu- 
tives, and of the insurance supervisory 
officials of America each to acquaint him- 
self thoroughly with the basic problems 
that underlie the more technical phases of 
all insurance, and of all business, includ- 
ing that most important business — the 
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pursuit of happiness in a country pledged 
to that privilege. That executive, self- 
searching, “does not accept invectives and 
catch phrases as logical arguments; he 
does not base his conclusions upon political 
considerations, or blind, wishful thinking, 
or selfish motives which disregard the in- 
terests and welfare of his company as a 
whole. After a decision has been reached 
. .. he is not satisfied to sit idly by in 
the mere hope that some one else will put 
his ideas into execution, but he bestirs 
himself to see that the weight of his 
opinion is made effective in actual per- 
formance.” That is his special duty as a 
citizen with special knowledge and special 
responsibilities to those for whom he exer- 
cises a great trust. 
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About one hundred sixty years ago there 
was fired at Concord, Massachusetts, the 
shot that was heard around the world — 
a shot that echoes still in the ears of men 
attuned to the events and the trends of 
the day. It was the shot that brought 
reality to the Declaration of Independence, 
and stirred in men the belief that their’s 
was the right to life, and that which made 
life worth while, liberty and the pursuit of 
happiness. There were many economic 
forces then at work, which were not un- 
derstood, which have been underplayed in 
history and which were not incorporated 
by reference in the Declaration, just as 
now there are economic and other forces 
at work which have been too little studied, 
too little realized, to which some of us 
are blind. A few years of fighting, the 
war ended, and human liberties seemed 
more assured. Political and civil liberty 
had been achieved on this continent, and 


JourNAL oF AMERICAN INSURANCE 


the fever spread, and democracy made 
world-wide progress. Now that democracy, 
and all the real liberties of all the people 
of the world seem, they are, threatened; 
threatened at the base by economic up- 
heaval, which has brought tyranny abroad, 
has brought us to grapple with new and 
complex conditions, has wrought changes 
within our borders and our own national 
life that a few years ago would have 
seemed utterly revolutionary. It will not 
do to ignore them, and to seek refuge in 
the past, and to pine for the days of 
rugged individualism. 

The insurance world has met the chal- 
lenge of depression and disaster. It can- 
not now lay down its arms. It has only 
begun to fight! No interest has a greater 
stake in America. No interest, if I read 
aright, is more likely to protect that stake, 
and so doing, protect America and Amer- 
ica’s people. 


Lessons from Early Days 


An Address Delivered Before the 
Banquet of the National Association 
Of Insurance Commissioners at 
Philadelphia June 23, 1937 


By LOUIS H. PINK 


SUPERINTENDENT OF INSURANCE 
STATE OF NEW YORK 


N this day of confusion and doubt 

it is eminently fitting that the Na- 
tional Association of Insurance 
Commissioners is meeting at the City 
of Philadelphia in the State of Penn- 
sylvania. Here are the finest tradi- 
tions of America. The Declaration 


of Independence was signed here. 


The Convention met here to draft the 
Constitution which Gladstone has 
called the most perfect instrument 
ever struck off by the hand of man. 
Here settled the Quakers who estab- 
lished a reputation for fair dealing 
and justice. 

It is also the birthplace of the great 
insurance industry of this country. 
Philadelphia was the center of insur- 
ance before any companies had been 
organized in the colonies. In 1705 
William Penn wrote a man named 
Askew that he had “ensured one 
hundred pounds upon thy letter but 
the ensurer broke, and the twenty 
guineas lost. Ensurers fail much.” 

One of the first great life insurance 
companies organized south of New 
York, the Penn Mutual, was named 
after the founder of the colony. In 
1721 the first public insurance offices 
in the colonies was opened in a coffee 
house, following the tradition of the 
English coffee houses which were fre- 
quented by underwriters. The busi- 
ness, as would be expected, was 
largely marine and merchant. There 
was plenty of time in those days and 
the mixture of business and pleasant 
conversation and reasonable liquid 
refreshment was considered not only 
compatible but desirable. 

In 1752 the oldest fire insurance 
company in the country was organ- 


ized here, the Philadelphia Contribu- 
torship for the Insurance of Houses 
from Loss by Fire. Benjamin Frank- 
lin, who may well dispute with Wil- 
liam Penn the title of founder of 
Pennsylvania, headed the board of 
directors. In order to put into prac- 
tical effect the maxims which Frank- 
lin published in Poor Richard’s Al- 
manac condemning tardiness and 
extolling the advantages of industry 
and virtue the directors who came 
late to meetings were fined. Appar- 
ently Franklin’s maxims, like all good 
advice, were intended for others 
rather than for the author, for he was 
said to be the worst offender and the 
records show that he was fined one 
pound, three shillings. 

Soon after this company was started 
Franklin organized the first volun- 
teer fire fighting company in the col- 
onies. Philadelphia was then a city 
built almost entirely of wood. He 
invented the lightning rod and con- 
ducted an educational campaign to 
popularize it not only in the colonies 
but in Europe. Thus early was pre- 
vention closely identified with the 
payment of loss. 

At the famous Junto, or “leather 
apron club” as the citizens of wealth 
and greater social standing dubbed 
it, insurance as well as other impor- 
tant questions was discussed almost 
nightly. The rules required proce- 
dure through question and answer 
and in between each question and 
answer there was a pause so that each 
member might “fill and drink a glass 
of wine.” The rules required twenty- 
four questions so it is probable that 
the discussions became more interest- 
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ing, if not more informative, as the 
evening progressed. 

Seven years later was organized 
the oldest life insurance company in 
the United States. It was operated 
on a fraternal or friendly society 
basis as were all of the earliest com- 
panies. It was known as “A Corpo- 
ration for the Relief of Poor and Dis- 
tressed Presbyterian Ministers and 
of the Poor and Distressed Widows 
and Children of Presbyterian Minis- 
ters.” Franklin provided the statisti- 
cal data and much of the inspiration. 
Apparently the company did not look 
favorably upon the marriage of the 
ministers for every contract provided 
that when a minister married he had 
to pay a year’s additional premium 
“as he thereby makes the payments 
worse by bringing in general a 
younger widow upon the fund.” 

e * + 


ROM the time of his earliest 

youth Franklin had been inter- 
ested in life insurance. When he was 
employed as a reporter on _ his 
brother’s paper in Boston, the New 
England Courant, he published let- 
ters and articles under the name of 
“Silence Dogood” which often got 
his brother in trouble. When he was 
in his teens Silence Dogood urged life 
insurance upon the good people of 
Boston : 

“I humbly opinion that the country is 

ripe for such friendly societies whereby 
every man might help another without 
any disservice of himself.” 
Franklin, who was never able 
throughout his long life to restrain 
his temptation to poke fun at the min- 
istry, continued, in the role of 
Dogood : 

“But above all, the clergy have the most 
need of coming into some such project as 
this. They as well as poor men (accord- 
ing to the proverb) generally abound in 
children. For my own part I have nothing 
left to live on but contentment and a few 
cows, and though I cannot expect to be 
relieved by this project, yet it would be 
no small satisfaction to me to see it put in 
practice for the benefit of others.” 

When Franklin had become a citi- 
zen of Philadelphia he urged life in- 
surance upon the public as “calcu- 
lated to prevent poverty which is a 
rather better thing than relieving it,” 
and in later life when he had been 
sent to London as the agent of the 
colonies, he continued his interest in 
life insurance, pointing out that large 
amounts were paid in England to 
widows and orphans when it was 
almost their only recourse and that 
many a widow and orphan had cause 
to be thankful for the advantages of 
life insurance. 

“A policy of life assurance,” he said, “is 
the cheapest and safest mode of making a 
certain provision for one’s family. It is 


time our people understood and practiced 
more generally life assurance.” 
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In 1794 the Insurance Company of 
North America, the oldest stock com- 
pany and the earliest commercial in- 
surance company in the United 
States, was organized. In the begin- 
ning this company insured lives as 
well as against fire and other types 
of commercial risk. All of the older 
companies engaged in fire insurance 
had placques called “fire marks” 
which were placed upon the houses 
they insured. This company used 
the eagle as a fire mark. The mark 
of the Philadelphia Contributionship 
was two clasped hands. When the 
Contributionship went so far in its 
effort to prevent fire as to refuse to 
insure a house if there were trees in 
front of it, several of the directors, 
quite properly incensed at this dese- 
cration of the beauty of the city, or- 
ganized a rival known as the Mutual 
Assurance Company to insure houses 
whether trees had been planted or 
not. A green tree was adopted as its 
fire mark. 

In the early days the fire insurance 
companies contributed to the expense 
of the volunteer fire departments and 
the fire marks were put on the houses 
so that the firemen would know 
which company insured the house. 
The companies which contributed got 
special service while if a house had 
no fire mark it might be allowed to 
burn. 

The first life insurance company 
proper in the country, the Pennsyl- 
vania Company for Insurance on 
Lives and Granting Annuities, was 
organized at the outbreak of the War 
of 1812 but did not issue a policy for 
a period of ten years. During this 
period it studied the English com- 
panies and took advantage of their 
experience. 

While Philadelphia is the cradle 
not only of life insurance but of most 
forms of insurance, in all justice we 
must give credit for producing the 
founder of modern life insurance as 
we know it not to Pennsylvania but 
to the State of Massachusetts. Elizur 
Wright, the first commissioner of in- 
surance in this country, undoubtedly 
did more than any other single man 
to weed out practices which were 
careless and financially dangerous. It 
was he who urged and insisted upon 
the legal reserve and cash surrender 
values. Elizur Wright was a con- 
stant writer and the title of one of his 
books sounds peculiarly modern, 
“Traps Baited with Orphans, or 
What Is the Matter with Life Insur- 
ance.” ‘Gilbert and Sullivan could 
have done no better. Despite the 
outstanding services which Elizur 
Wright gave to the institution of In- 
surance and to his state and country, 
like so many other men who have 
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done enduring things, he was not 
fully appreciated until he went to his 
grave. His salary was fifteen hun- 
dred dollars a year and it is said that 
he was able to secure the position not 
only because of his energy and insist- 
ence but because none of the regular 
politicians was willing to do so much 
work for so little money. He was 
practically forced out of office. 





LOUIS H. PINK 
New York’s Commissioner 

NSURANCE has come through 

the recent depression on a more 
solid foundation than ever and with 
prestige enhanced. The billions of 
dollars which it poured out to meet 
obligations during this period when 
other sources were sterile did much 
to minimize suffering and bring the 
country through the trying period 
without serious disaster. While the 
financial depression is decidedly on 
the mend, there are altogether too 
many difficult problems still confront- 
ing us. There has seldom been a 
time of such stress, confusion and 
lack of understanding in the economic 
world as is evidenced by the indus- 
trial unrest and disorder rampant in 
this state and in the nation as we 
meet here tonight. Distress, lack of 
confidence, inability to agree upon 
fundamental policies are doing much 
to undermine the confidence of the 
people in democratic government. 

Insurance has not fulfilled its ob- 
ligation by coming through the panic 
practically unscathed from the finan- 
cial standpoint. It has a grave obli- 
gation of leadership today. It con- 


trols vast sums of public moneys and 
must exercise that control without 
political partisanship and with the 
greatest intelligence and unquestioned 
fidelity. 

The reason that insurance stands 
so well is that those who manage in- 
surance fully recognize that they are 
trustees of other people’s money and 
servants of the public. As Grover 
Cleveland so well put it in the case of 
life insurance, and it applies equally 
to all branches of insurance: 

“Your fellow citizens, whose confidence 
you have invited, have put upon you a 
trust, made sacred by the pathos of its pur- 
poses, and more unescapable in morals and 
good conscience than any that the law 
can create. * e e 


F we are true to the trust that has 

been imposed upon us, we should 
not be too discouraged about the un- 
fortunate condition of things in this 
country and the world. As Felix 
Frankfurter likes to put it, the United 
States has been consistently going to 
hell ever since the Constitution was 
adopted. 

There have been social and eco- 
nomic disturbances and labor riots in 
many periods of our history. That 
wise and temperate statesman, James 
Madison, was so discouraged with the 
situation in the United States shortly 
before the Constitution was adopted 
that he doubted the very continuance 
of the nation as a united democracy. 
Said he, 

“The late turbulent scenes in Massa- 
chusetts and infamous ones in Rhode Is- 
land have done inexpressible injury to the 
republican character of that part of the 
United States and a propensity toward 
monarchy is said to have been produced 
by it in some leading minds. The bulk 
of the people would probably prefer the 
lesser evil of a partition of the Union into 


three more practical and energetic gov- 
ernments.” 

Shortly before the Civil War when 
the Dred Scott decision produced vio- 
lent discontent with the Supreme 
Court, Horace Greeley, editor of the 
New York Tribune, declared that the 
decision deserved no more respect 
than if it had been made by “a major- 
ity of those congregating in a Wash- 
ington barroom.” Abraham Lincoln, 
who was soon to become President 
upon that very issue, said: 

“Somebody has got to reverse that deci- 
sion and we mean to reverse it. If the 
policy of the government upon vital ques- 
tions affecting the whole people is to be 
irrevocably fixed by decisions of the Su- 
preme Court in ordinary litigation between 
parties in personal actions the people will 
have ceased to be their own rulers, having 
to that extent practically resigned the gov- 
ernment into the hands of that eminent 
tribunal.” 


But he added one of those fine 

thoughts in simple words which we 

may well take to heart today: 
(Continued on Page 32) 
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David S. Beyer Dies Suddenly 


DAVID STEWART BEYER, VICE PRESI- 
DENT AND FOR 25 YEARS CHIEF EN- 
gineer of the Liberty Mutual Insur- 
ance Company, died at his home in 
Newton, Mass., on June 27. He had 
been ill less than one week. 

He was born in Indiana County, 
Pa., on March 12, 1880, a son of 
Jacob and Frances (Stewart) Beyer. 
He was graduated from Grove City 
College, Pa., in 1898 with a degree 
of Ph. B. and received an honorary 
Ll. D. from Grove City College in 
1936. 

During the Spanish-American War 
he served in Company F, 15th Penn- 
sylvania Volunteers. He then entered 
the engineering department of the 
American Steel & Wire Company at 
Pittsburgh, subsequently becoming 
chief safety inspector of the com- 
pany. Then in 1912 he became 
manager of the accident prevention 
department of the Massachusetts 
Employees Insurance Association 
which became the Liberty Mutual In- 
surance Company. 

Mr. Beyer’s outstanding contribu- 
tion to industrial safety was a plan 
providing lower insurance rates for 
manufacturing plants utilizing safe- 
guards and accident prevention ap- 
pliances. 

He was a prolific writer on loss 
prevention and industrial safety and 
lectured frequently at leading univer- 
sities and technical schools through- 
out the country. He also wrote sev- 
eral scenarios for safety films. Among 
these were “The Hand of Fate,” 
“The Outlaw,” and “Ask Daddy.” 

In 1921 and 1922 he served as a 
vice president of the National Safety 
Council. He was also a member of 
the present Board of Directors of the 
National Safety Council and Massa- 
chusetts Safety Council and held 
many other important safety posts. 
He was a member of the first Na- 
tional Conference on State and High- 
way Safety held in 1924 and was 
still a member of the Conference at 
the time of his death. 

He was also a member of the Com- 
mittee on Safety to Live, National 
Fire Prevention Association, the 
Correlating Code Committee, Ameri- 
can Standards Association, the Eco- 
nomic, Legal & Insurance Phases of 
the Silicosis Problem Committee, and 
the National Silicosis Conference. 

Mr. Beyer was one of the propo- 
nents of schedule rating in connection 
with the occupational disease rating 
of foundries. 

. He was also the organizer of the 
Motion Picture Traffic Safety Com- 
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mittee which was formed last year 
to encourage motion picture produc- 
ers to produce standard entertain- 
ment pictures with a safety theme. 
He was serving on this committee as 
the representative of the American 
Mutual Alliance and as Chairman of 
its Engineering Committee. 

Services were held in the Unita- 
rian Church, West Newton, Mass., 
at which a tribute to Mr. Beyer by 
S. Bruce Black, President of Liberty 
Mutual Insurance Company, was 
read. Mr. Black’s tribute follows in 
part: 


DAVID S. BEYER 


“We have seen him take things 
apart to see why they did not run; 
we have seen him take things apart 
to see why they did run; and we 
have seen the knowledge thus earned 
used to solve another problem in pre- 
venting human suffering. 

“He had faith in others, which 
made it possible for him to join 
whole-heartedly in any effort which 
might bring us nearer the goal he 
always saw. And so he was an ac- 
tive worker in the organizations of 
city, state, and nation, which had for 
their purpose prevention of loss and 
suffering. He worked as enthusiasti- 
cally in the ranks as in the lead. 

“We, who lived and worked with 
him through bright days and dark 
days, loved him for what he was, for 
what he tried to do, as well as for 
what he did. No one ever worked 
with him for whom he did not have 
something good to say. He helped 
many to achieve a method and pur- 
pose in life. 

“To us, his life work is not ended, 
it has only begun. In our hearts and 
in our minds is our pledge. You 
have shown us the way; we will 
carry on.” 
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He is survived by his wife, the 
former Ernestine Cobern, at one time 
a member of the Metropolitan Opera 
Company under the name of Maria 
Conde. Three children and a sister 
also survive. They are Richard 
Beyer, Barbara Beyer, Janeth Beyer 
and a sister, Mrs. Norman W. Storer 
of Pittsburgh. 


Dr. Robert B. Hunt Dies 


DR. ROBERT B, HUNT, NATIONALLY 
KNOWN AUTHORITY ON SILICOSIS AND 
occupational disease, died June 22nd 
after an illness of several weeks. The 
intensive study which he had directed 
to this field of medicine placed him 
among the leaders of his profession 
and he was recognized throughout 
the country for his valuable con- 
tributions in the battle against this 
occupational disease. 


For more than ten years Dr. Hunt 
had been connected with the Amer- 
ican Mutual Liability Insurance Com- 
pany which he served as advisor of 
the medical division. He shared his 
service with other insurance com- 
panies including the Liberty Mutual 
Insurance Company and the Em- 
ployers’ Liability Assurance Corp. 
Ltd., and was a member of the New 
York Silicosis Medical Committee. 
Also he had been examining physi- 
cian for the Boston Office of the 
New England Telephone and Tele- 
graph Company for fifteen years. 


Dr. Hunt was graduated from 
Clark University after matriculating 
at a military academy and from Har- 
vard Medical College in 1911. As a 
medical student be became affiliated 
with the staff of the Boston‘ Float- 
ing Hospital and continued his serv- 
ice there until the hospital was 
discontinued at which time he was 
the oldest member of the staff. For 
a time he was connected with the 
Boston City Hospital where he 
served on the children’s staff and 
headed the South Department for 
contagious diseases. 


During the world war Dr. Hunt 
served in the Medical Corps, U.S.A. 
His fraternal affiliations included the 
Boston Lodge of Masons and he was 
a 32nd Degree member of that or- 
ganization. He was a member of the 
Exile Club, a social unit continued 
by the doctors who served the Bos- 
ton Floating Hospital. 


Surviving him are his wife, Mrs. 
Alice Hunt, and his father, Leslie 
A. Hunt, of Boston, Massachusetts. 
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Retrospective Rating 
(Continued from Page 17) 


In support of opponents’ position on ac- 
quisition discrimination, they quote an ex- 
cerpt from a ruling on the question of 
graduated acquisition cost on risks ac- 
cording to size made by the Hon. George 
S. Van Schaick in 1932 when he was Su- 
perintendent of Insurance of the State of 
New York, which reads: 

“It has been urged by the proponents 
of the Plan of graduated risks that dis- 
tinctions in expenses are equivalent to dif- 
ferences in hazards. It does not appear 
that this agrees with the legislative con- 
cept of unfair discrimination or a reason- 
able construction of the law. 

“The major part of the contemplative 
discount for large risks would flow from 
a proposed reduction in commissions and 
other acquisition and field supervision 
costs from 171%4% to 10%. No evidence 
has been submitted which would tend to 
show that it is fair to allow 17%% for 
commissions and acquisition and field su- 
pervision costs in the case of small risks 
and assess these costs against such in- 
sured, as compared with paying but 10% 
for such costs on the premiums of larger 
assureds and assessing this smaller ex- 
pense to such policyholders. It has not 
been shown that such a distinction can 
properly be made, etc.” 

It is claimed that all the regulated 
states followed |New York and rejected 
such proposed rate plan at that time. Op- 
ponents argue that the reasons for dis- 
approving the rate proposal in 1932 ap- 
plies with equal force to the issue of dis- 
crimination raised in the Retrospective 
Rating Plan. They can see no difference 
in principle. They do not subscribe to 
the allegation of proponents of the Plan 
that the full expense loading is provided 
in the minimum premium, but on the 
contrary, denounce such argument as 
specious, since the entire premium col- 
lected for the risk is considered the cost 
of compensation insurance and so treated 
for accounting and tax purposes under 
the Plan. In general, it is contended that 
the Plan not only develops discrimination 
within itself because of the gradation of 
expense according to size of risk, but also 
that it promotes discrimination as between 
risks under the Plan and those not under 
the Plan. 

& eo t 


Comments on Questions of 
Discrimination 

HAVE attempted to give the sub- 

stance of arguments advanced by both 
sides on the question of discrimination so 
far as they have come to my notice. Able 
discussions have been developed, the mer- 
its of which cannot be definitely deter- 
mined until the plan has had a trial 
sufficiently long to build up developed 
experience. 

The charge that the Plan gives large 
employers an advantage over small em- 
ployers and larger risks benefits that can- 
not be accorded smaller risks, and reduces 
insurance cost to risks under the Plan 
at increased expense to risks not eligible 
thereto, are most serious indictments. They 
should all be carefully scrutinized before 
approving the Plan. 

The small employer should not be sac- 
rificed. We need the small industries. The 
outlying districts thrive on the small 
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manufacturer, contractor and jobber. In 
the economics of our business structures, 
it is as essential to the life of the multi- 
tude that the small employer prosper as 
well as the large. Fully as important that 
the small industries be relieved of insur- 
ance cost burdens as well as the large. 
The margin of profit is little at best and 
the scope of operations so limited by most 
of the small risks that a slight increase 
in the cost of their compensation insur- 
ance is likely to spell the difference be- 
tween operating and shut-down, or bank- 
ruptcy. Such is not generally the case 
with the larger risks. 

Consequently any Plan that penalizes 
the small risks, or at most does nothing 
for them, while at the same time it pro- 
duces substantial advantages to the large 
risks, is open to just attack on that 
ground. 

The objection that some risks will profit 
under the Plan by reason of size rests on 
fragile support. So long as all policy- 
holders are granted equal privileges and 
treated alike, and freedom of contract 
and equality of service to all assureds 
within a given class are obtainable, the 
charge of discrimination within the legal 
concept of that term cannot be sustained. 
The fact that the Plan is a departure 
from the orthodox method of rate-making 
procedure likewise establishes no justifi- 
cation for condemnation of adverse crit- 
icism. Progress has ever owed allegiance 
to those who had the courage to defy the 
conventional and dared to venture forth 
with something new and different. 

The further fact that the Plan is op- 
tional or in certain respects reduces the 
cost of acquisition or commission to agents 
should cause no alarm, nor does it present 
any unsurmountable obstacles if the Plan 
is otherwise non-discriminatory. If all 
risks within a proper classification are 
free to choose the Retrospective Plan, or 
the Standard Plan at their option, equality 
prevails. It may well be considered, how- 
ever, if such option should be given and 
whether part of a class of risks under the 
Plan, and part under the Standard Filan, 
leads to undesirable complications which 
should be avoided by uniform applica- 
tion of the Plan to all qualified risks 
within a given state. 


Does the Plan Produce Adequate 
and Reasonable Rates? 


‘THE proponents of the Plan claim that 
the established basic premium charges 
and loss conversion factors have been ac- 
tuarially determined and tested, and found 
to be adequate and reasonable. To this 
the opponents say that there are too many 
factors to be taken into consideration to 
definitely determine the adequacy or rea- 
sonableness of rates under the Plan. They 
contend that if the Plan is unfairly dis- 
criminatory, it follows as a matter of 
course, that the rates cannot be disre- 
garded as reasonable; and whether or not 
the Plan provides adequate rates depends 
on whether the Plan is actuarially sound 
or properly applied, and the rate level 
itself adequate. Difficulties are apt to 
arise in respect to highly competitive risks 
resulting in underestimating proper re- 
serves, and as a consequence there will be 
produced a deficiency in rates which will 
have to be made up some other way. For 
me to pass on adequacy and reasonable- 
ness of rates under the Plan from the 


bland statements made by both sides on 
this point or from my own analysis would 
be presumptuous. Especially is this true 
when there is no evidence of applied ex- 
perience available. Time and trial will 
have to be the essence of this issue as 
must inevitably remain relative to all the 
controversial features of the Plan. 


Interstate Rating 


"TRE question of interstate rating will 
be passed as the advocates have sub- 
stantially receded from their initial posi- 
tion on this feature of the Plan. While 
they have not abandoned the idea, they 
have so far modified their position as to 
recommend the Plan for application to 
risks confined within a single state or 
operated countryside as the supervising 
authorities may approve. To permit the 
application of the Plan on an interstate 
basis would increase the credibility of a 
risk and open the door more than ever 
to the charge of discrimination and other 
attendant abuses. It seems that the limita- 
tion to a single state is growing in favor, 
and as the Plan is further tried out, will 
probably be the more acceptable method 
of application. 


Is the Plan Contrary to 
Public Policy? 


"THE proponents assert that the cov- 
erage under the Retrospective Rating 
Plan is substantially the same as that pro- 
vided by the Standard Plan of compensa- 
tion insurance; that both employers and 
beneficiaries are treated the same under 
both plans. The only difference is in de- 
termining the payments to be made by the 
employer to the insurance carrier. They 
aver that the Plan affords an inducement 
for the employer to interest himself in 
accident prevention and safety work to a 
greater extent than under the present 
rate-making procedure since he is virtu- 
ally a limited co-insurer with the carrier, 
his premium being more or less depend- 
ent upon the loss experience of his in- 
dividual risk. This feature of the Plan 
should tend to encourage improvement in 
safety factors and working conditions, 
reduce accidents and promote the general 
welfare, all of which is a benefit to so- 
ciety. 

The Plan provides for the use of actual 
incurred losses rather than losses modi- 
fied by average values for serious or 
catastrophe cases so that the total cost to 
the assured under the Plan, within cer- 
tain limits, will reflect the actual experi- 
ence of the individual risk for the policy 
period. It is contended that death losses 
occurring infrequently, coupled with the 
limiting of the maximum premium speci- 
fied under the Plan, have no detrimental 
influence upon employees. However, it is 
admitted the actual losses incurred can 
be affected by the number of dependents 
in serious and in death cases. 

As to the purchase of aggregate stop- 
loss insurance from unauthorized com- 
panies by the employers, the proponents of 
the Plan state that so long as the em- 
ployer furnishes a full coverage policy, 
so long as supervising authorities have 
full jurisdiction over the transactions, and 
so long. as the insurance company issuing 
the policy collects the full required pre- 
mium from the employer and discharges 








its obligations satisfactorily, the matter is 
irrelevant so far as it respects the Retro- 
spective Rating Plan. 


To the question of public policy, the 
opponents of the Plan allege that any 
plan which is unfairly discriminatory is 
contrary to public policy. Any plan which 
allows some employer to secure com- 
pensation insurance at less cost than to 
others, solely on the basis of size of risk, 
is obviously adverse to public interest. 
They also assert that where the Plan is 
applied interstate wise, it contravenes the 
principle of due public policy inasmuch 
as it operates against employers whose 
operations are confined within one state, 
particularly those whose risks do not de- 
velop to a premium sufficient to qualify 
for eligibility under the Plan, and to the 
advantage of their competitors because 
of large interstate operations. 


As to the use of actual values in death 
and permanent total disability losses, op- 
ponents denounce the wide fluctuations in 
premiums which may possibly be pro- 
duced thereby, and the attendant disposi- 
tion on the part of employers to fortify 
themselves against such contingencies by 
the selection of employees with no de- 
pendents. They state that such discrimi- 
nation of employment, because of the 
family status or age of workmen, is 
against public policy and opposed to sound 
rating procedure. 


Opponents also register complaint against 
the wide variation in cost to the employer 
due in part to the surcharges established 
by the Plan which is claimed to be purely 
arbitrary and based on judgment; that 
employers are unwiliing to assume the 
risk of this undetermined cost feature pre- 
vailing at the inception of the policy. So 
to guard against a contingent surcharge, 
most employers using the Plan purchase 
aggregate stop-loss contracts from non- 
admitted carriers which is not consonant 
with good methods and practices in the 
insurance business. Besides, by so forti- 
fying themselves against surcharges, one 
of the cardinal objectives of the Plan 
relied upon by its sponsors, namely the 
incentive to accident prevention and safety 
work, is eliminated. 


Opponents further charge there is so 
much objection to the Plan that it should 
be disapproved on that ground, if for no 
other reason, that until there is substan- 
tial unanimity of opinion among insurers 
and representatives of the insuring public 
so radical a departure in the rate-making 
structure should not be invoked; that 
public confidence in rate-making ’proce- 
dure and rate-making supervision can 
Only be maintained through a system of 
rate-making modified from time to time 
by changes which are sound and equitable. 


Comment 


‘THE important points discussed under 
the subject of public policy consist 
of, the propriety of classification of risks 
on the basis of size, the use of actual 
values over average in serious injuries 
or death cases, and protection against 
surcharges by aggregate stop-loss insur- 
ance. It would appear that the weight 
of evidence favors the proponents on the 
question of classification on the basis of 
risk. Size and numbers are used as de- 
termining factors in many phases of the 
insurance business, and if size can be 
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used in classifying risks for the Plan 
without doing an injustice to non-qualify- 
ing risks by way of costs or otherwise, 
that objection can be stricken or consid- 
erably discounted. 


The use of actual over average values 
tends to measure more accurately the ex- 
perience of the individual risk, although 
the fluctuations in the rate will invari- 
ably be greater by reason thereof, depend- 
ing entirely on the number of serious 
cases chargeable to the risk. What in- 
fluence, if any, this will have on the rat- 
ing structure generally cannot be defi- 
nitely forecast. Whether it will disrupt 
the desired program for a more settled 
and stabilized rate-making procedure lead 
to confusion and encourage employers to 
discriminate against employees with de- 
pendents, only time and trial can supply 
the answer, 

The tendency to purchase protection 
from non-admitted companies beyond the 
point secured under the standard plan in- 
dicates a lack of faith in the theory of 
the Retrospective Plan, which can be 
overcome only by trial application dem- 
onstrating a material saving to employers 
using the Plan. Several types of coverage 
should not be necessary in a well-regulated 
Plan in order to properly protect employ- 
ers in their compensation insurance needs. 


Conclusion and General Comment 


“TRE Retrospective Rating Plan may be 
subject to considerable attack on that 
part of the loading incorporated into the 
basic premium to take care of anticipated 
losses above those covered by the maxi- 
mum premium. To that extent, the Plan 
seems to be a hybrid, being Retrospective 
up to the limits of the maximum premium 
and speculative Prospective beyond that 
point. For such excessive loading is neith- 
er based on known experience or actuarial 
computation. It is a mere judgment fac- 
tor. Whatever premium is developed 
thereby accrues to the benefit of the car- 
rier and contributes to its greater solvency. 
This should not be necessary, for under 
the Retrospective Plan up to the limits of 
the maximum premium, the carrier is al- 
ready better protected than under the pres- 
ent prospective plan. Under the guaran- 
teed cost plan, the premium is not loaded 
to compensate the carrier for losses above 
the standard premium, but under the Re- 
trospective Plan, the employer. contracts to 
pay from 25 to 75% more and to that ex- 
tent, the Retrospective Plan is more profit- 
able to the carrier, exclusive of any ex- 
cess loading. Therefore, it would seem 
that any loading in the basic premium for 
losses anticipated beyond the maximum 
premium should be eliminated. 


Subjecting the Retrospective Rating 
Plan to closer scrutiny, it may be con- 
cluded that it further complicates the 
compensation rating structure. It is not 
a substitute plan, but rather an additional 
or further appendage, which, added to ex- 
pense constants, loss constants, loading for 
various contingencies, and whatever the 
expert rating authorities may conceive, 
mutilates against its acceptance both from 
the employer and administrative view- 
point. What is needed is more simplicity 
and less complexity, a more readily un- 
derstandable method of rate-making pro- 
cedure, a simplified plan that is explain- 
able and fairly comprehensible to the as- 
sured. In other words, should a plan su- 
perimposed upon the present rate struc- 
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ture applicable to only one per cent of the 
risks be approved now, or is it advisable 
to continue with the present method until 
a more acceptable plan has been developed 
which can be applied more universally to 
all risks? a 


Everybody seems to be agreed that good 
progress has been made with the _Experi- 
ence Rating Plan; that it is gaining in 
favor and fits in well with most of the 
risks subject to the Workmen’s Compen- 
sation Act. Can an extension of the Ex- 
perience Rating Plan better fulfill the cry- 
ing needs or will someone come forth with 
a new method that will have the whole- 
hearted support of both the compensation 
carriers and supervising authorities? The 
conception of such a plan is not improba- 
ble and its formulation and acceptance 
highly possible. 


Insurance supervisors cannot lightly dis- 
regard the small operator, for any plan 
which would add to his insurance cost 
should be discountenanced. Particularly 
is this applicable to any plan that reduces 
the cost to the larger risk at the expense 
of the smaller, which, through no fault 
of their own, cannot qualify for the Re- 
trospective Rating Plan as now promul- 
gated. The economic welfare of this card- 
inal precept brooks no deference to selfish 
motives on the part of companies to 
recapture any of the self-insured risks or 
retain other risks from going self-insured. 


It is a commendable objective for the 
promoters of the Retrospective Rating 
Plan to inaugurate and introduce into the 
present rate-making structure an element 
which will tend to create an incentive for 
improvement in working conditions and 
curtail accidents among industrial work- 
ers. If it can successfully be demon- 
strated that the Plan will save lives and 
prevent injuries, many of the objections 
raised against it will pale into insignifi- 
cance. Any project should be fostered 
which will produce such benefits to work- 
men and society in general. 


The Plan has another outstanding fea- 
ture that merits approval and unanimous 
endorsement. Under the present Prospec- 
tive Plan, it is humanly impossible to de- 
termine in advance a rate that will fairly 
and equitably measure the compensation 
cost of contingent accident and occupa- 
tional disease losses, particularly when 
the basic rate is predicated on the average 
experience over a period of years which 
produces a lag that does not reflect cur- 
rent costs. The Retrospective Rating Plan 
aims to partly overcome this deficiency in 
the present procedure of rate making. 
This is highly commendable. Any prac- 
tical method which can be devised to 
await settlement of the major part of the 
premium or cost of compensation insur- 
ance until the losses sustained by a risk 
are actually ascertained should be encour- 
aged. All efforts to improve the present 
system should be in that direction. 


There is no doubt but what the present 
Plan of determining compensation rates 
needs revamping. The very fact that all 
carriers are constantly proposing modifi- 
cations and readjustment to more nearly 
reflect the experience trend is sufficient evi- 
dence of its weakness, if not deficiency. 
Further evidence of its inadequacy and un- 
certainty is indicated by the carriers’ an- 
nual insistence upon injecting contingent 
factors into the rate in order to insure a 
prospective rate sufficiently high to rea- 
sonably assure them of a premium income 
large enough to pay claims and maintain 
solvency. 

(Continued on Page 32) 
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COMMITTEE REPORTS ADOPTED 


MONG the major committee 

reports adopted by the Nation- 
al Association of Insurance Commis- 
sioners at its Philadelphia meeting 
were the following: 


Revision of Fire Policy 


The revision of the fire insurance 
policy is a controversial matter. There 
is a strong sentiment among the com- 
panies for keeping it as it is because 
the various provisions have been in- 
terpreted by the courts. On the other 
hand, insurance buyers, agents and 
brokers, and some progressive insur- 
ance executives, are of the opinion 
that the forms of policy in use are out 
of date and that a form of policy 
should be adopted for use throughout 
the country which in plain language 
states what it does cover and does not 
cover. 

There are three forms of policy in 
use at the present time: The old 
standard New York form, which is 
sixty years old, and is still used by 
most of the states; the revised New 
York standard policy, which was 
adopted in 1918, and is used by seven 
states ; and the Massachusetts form of 
policy which is the most liberal of all, 
so far as the policyholders are con- 
cerned. The policy most generally 
used is the most complex. Massa- 
chusetts type of policy has not been 
generally adopted but is now in use 
by four states. 

The problems in every state in the 
country are alike. There is no need 
for diversification because of state 
lines. The companies for the most 
part operate widely. There is every 
reason for uniformity, simplicity and 
such brevity as can be achieved. The 
best possible solution would be to en- 
tirely rewrite the fire policy making it 
simple, brief and precise, similar to 
the old policies used more than a hun- 
dred years ago. This may not be pos- 
sible because of the huge volume of 
business done under the present forms 
and because the business has been ac- 
customed to the use of these policy 
forms. * * * * * * * 


TTACHED hereto is a form of 

policy which we recommend to 
the Convention for study. We realize 
that it is more important to work out 
a policy which will be generally adop- 
ted than to do it hastily. It is our 
thought that the revision which we 
recommend should be carefully stud- 
ied by each commissioner before the 
next session of the Convention so that 
we may be able to take definite action 


at that time. We have adopted the 
practical method of approach rather 
than the idealistic. In other words, 
we have revamped the present forms 
of policy in order to bring them up 
to date and make them uniform rather 
than a complete rewriting. 


In line 59 of the present policy the 
word “lightning” is included. As an 
exclusion the removal of that word 
adds lightning to the coverage when 
the face of the policy is changed in 
order to read “against all direct loss 
and damage by fire and lightning.” 


Lines 7 to 11 of the present policy 
read as follows: 

“This policy shall not cover accounts, 

bills, currency, deeds, evidences of debt, 
money, notes or securities ; nor, unless spe- 
cifically named hereon in writing, bullion, 
manuscripts, mechanical drawings, dies or 
patterns.” 
This provision is changed in order 
that policyholders and insurers may 
secure coverage on bills, accounts se- 
curities and other papers against fire 
loss. Thus uninsurable and excepted 
property clause is rewritten as fol- 
lows: 

“Unless specifically named hereon in 
writing this policy shall not cover ac- 
counts, bills, currency, deeds, evidences of 
debt, money, notes or securities, bullion, 
manuscripts, mechanical drawings, dies or 
patterns.” 

The present lines 12-19 of the pol- 
icy read as follows: 

“This company shall not be liable for 

loss or damage caused directly or indirect- 
ly by invasion, insurrection, riot, civil war 
or commotion, or military or usurped 
power, or by order of any civil authority; 
or by theft; or by neglect of the insured 
to use all reasonable means to save and 
preserve the property at and after a fire 
or when the property is endangered by fire 
in neighboring premises.” 
The revision removes the word “riot” 
and “or by order of any civil au- 
thority.” In some states the hazard 
of destruction by civil authority in 
order to prevent the spread of fire is 
treated under special statutes. A 
good many manufacturers secure the 
coverage against riot by endorsements 
with no extra cost. Correspondence 
with fire chiefs in cities affected by 
strikes and disturbances shows that 
no fires except automobile destruc- 
tion have been attributed to “riot” 
in those areas. 

Lines 38, 39 and 40 of the policy 
now read: 

“While the hazard is increased by any 
means within the control or knowledge of 
the insured ;” 

These are changed in the following 
manner : 

“While the hazard is increased by means 
within the control and knowledge of the 
insured, which contributes to the loss or 


damage or the amount thereof.” 

The language of the revision is drawn 
from several statutes and is pre- 
sented as both fair to insured and 
insurers; It-is. proposed to print in 
red oti*the: outside of the policy the 
statement that possession of more 
than certain quantities of certain ex- 
plosives and burning liquids consti- 
tutes an increase of hazard which 
suspends the policy. 

Lines 41, 42 and 43 of the present 
policy provide: 

“While mechanics are employed in 
building, altering or repairing the described 
premises beyond a period of fifteen days;” 
In the revision “15” is changed to 
“a” 

In the present policy lines 56, 57 
and 58 read as follows: 

“While a described building, whether 

intended for occupancy by owner or ten- 
ant, is vacant or unoccupied beyond a pe- 
riod of ten days;” 
In the revision the word “10” is 
changed to “30” in order to take 
care of the householder who takes a 
two or three week vacation. 

Lines 72-77 of the present policy 
read : 

“The extent of the application of insur- 
ance under this policy and of the contribu- 
tion to be made by this Company in case 
of loss or damage, and any other agree- 
ment not inconsistent with or a waiver of 
any of the conditions or provisions of this 
policy, may be provided for by agreement 
in writing added hereto.” 

These are changed to: — 

“The extent of the application of insur- 
ance under this policy and of the contrib- 
ution to be made by this Company in case 
of loss or damage and any other agree- 
ment which does not limit, restrict or nar- 
row the coverage under this policy may be 
provided for by agreement in writing 
added hereto.” 

Lines 101-105 of the policy read: 

“This Company shall not be liable for a 
greater proportion of any loss or damage 
than the amount hereby insured shall bear 
to the whole insurance covering the prop- 
erty, whether valid or not and whether 
collectible or not.” 

These are changed to: — 

“This Company shall not be liable for a 
greater proportion of any loss or damage 
than the amount hereby insured shall bear 
to the whole insurance covering the loss.” 

Lines 159-175 of the present pol- 
icy reading: 

“In case the insured and this Company 
shall fail to agree as to the amount of loss 
or damage, each shall, on the written de- 
mand of either, select a competent and dis- 
interested appraiser. The appraisers shall 
first select a competent and disinterested 
umpire; and failing for fifteen days to 
agree upon such umpire then on request 
of the insured or this Company, such um- 
pire shall be selected by a judge of a 
court of record in the state in which the 
property insured is located. The apprais- 
ers shall then appraise the loss and dam- 
age stating separately sound value and loss 
or damage to each item; and failing to 
agree, shall submit their differences only, 
to the umpire. An award in writing, so 
itemized, of any two when filed with this 
Company. shall determine the amount of 








sound value and loss or damage. Each 
appraiser shall be paid by the party select- 
ing him and the expenses of appraisal and 
umpire shall be paid by the parties 
equally.” 

are entirely removed. In their place 
is substituted the following: 

“In case of loss under this policy and a 
failure of the parties to agree as to the 
amount of loss, it is mutually agreed that 
the amount of such loss shall be referred 
to three disinterested men, the Company 
and the insured each choosing one out of 
three persons to be named by the other, 
and the third being selected by the two so 
chosen ; the award in writing by a ma- 
jority of the referees shall be conclusive 
and final upon the parties as to the amount 
of loss or damage, and such reference un- 
less waived by the parties shall be a con- 
dition precedent to any right of action in 
law or equity to recover for such loss; but 
no person shall be chosen or act as.a 
referee, against the objection of either 
party, who has acted in a like capacity 
within four months.” 

e® @ @ 

HE change in the ‘‘added 

clauses” provision of the policy 
makes definite and clear the power 
of an insurer to broaden the policy 
by endorsement. There is a differ- 
ence of opinion among insurance ex- 
perts concerning the statutes author- 
izing present fire policies. Some con- 
tend that under such statutes the 
insurer has no power to broaden the 
coverage of the policy because such 
an agreement is inconsistent with the 


policy. The proposed change above 
leaves no doubt of the power of the 
insurer to grant a greater degree of 
coverage than is granted by the terms 
of the policy. 

The pro rata liability clause is 
changed for the benefit of the policy- 


holder. Invalid policies no longer 
enter into calculations concerning 
pro rata liability. 

The Massachusetts’ provision for 
appraisal is adopted in its entirety 
as being more beneficial to the pol- 
icyholder. 

The following conditions and lim- 
itations of the policy are removed 
on the ground that they are cus- 
tomarily waived without charge: 

“Sole and conditional ownership 

Building on leased ground 

Foreclosure clause 

Other insurance 

Night operation of factories 

Explosion and lightning 

Chattel mortgage 

Fall of building.” 

The most debatable of these is the 
explosion clause. However, in cases 
where the explosion provision was 
not waived and litigation ensued, in- 
surers have found it extremely diffi- 
cult to prove to juries that the ex- 
plosion preceded the fire. It must be 
clearly understood that the policy is 
still a fire policy and covers only 
losses connected with fires. Removal 
of the restrictive conditions will 
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make for a cleaner, shorter policy. 
The present system of printing the 
conditions in the policy and removing 
them by endorsement must seem 
ludicrous to the layman. Many of 
the restrictive conditions are waived 
without charge in most states. The 
evil of the vitiating conditions is not 
that waiver of them might increase 
the premium but that the policyholder 
does not understand them. A viola- 
tion of the conditions suspends or 
voids his insurance despite the fact 
that he would be willing to pay more 
premium or remove the conditions if 
he knew the facts. Also, removal of 
the conditions makes for a cleaner 
policy and lessens the agents’ office 
routine and expense. As one agent 
said, “How can I go out and sell 
insurance if I have to spend the day 
with a paste pot fixing up policies?” 
As Professor George W. Goble of 
Illinois University Law School 
pointed out in his recent article in 
the Illinois Law Review, the sole 
and unconditional ownership clause 
is innocently violated in many pol- 
icies. 

Your committee therefore recom- 

mends : 

1. That the revised form of fire policy 
herewith submitted be adopted tenta- 
tively as a basis for further study. 

. That the Supervisor of Insurance in 
each state study the proposed policy 
and consult with the legislative authori- 
ties and the insurance interests in his 
state. 

. That at least one month prior to the 
meeting of the Convention in Decem- 
ber each Commissioner or Superintend- 
ent report to the Chairman of this 
Committee. 

(a) His specific criticisms of the pro- 
posed policy and any suggestions 
he may have to offer for changes 
or modifications ; 

(b) Whether or not in his opinion it 
will be possible to secure the adop- 
tion of a uniform standard policy 
if adopted by the Convention in his 
state ; 

. That the life of this Committee be con- 
tinued so that it may further study the 
problem, receive the comments and 
suggestions from the states, and be 
prepared to make a final report at the 
December meeting of the Convention. 


ee 6 
Resolution on Unauthorized 


Insurance 

WHEREAS it has come to the atten- 
tion of this convention through the 
press that the Postmaster General of 
the United States has launched a na- 
tion-wide drive against fake insur- 
ance concerns, THEREFORE 

BE IT RESOLVED That the National 
Association of Insurance Commis- 
sioners in meeting assembled go on 
record as endorsing the remarks and 
activities of the Postmaster General 
and commending him for‘the position 
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taken and the results accomplished 
and urging him to continue such in- 
vestigations and prosecutions and 

BE IT FURTHER RESOLVED That a 
copy of this resolution be forwarded 
by the Secretary of this Association 
to the Honorable Postmaster Gen- 


eral. 2 & * 


Taxation 

T the meeting in Hot Springs, 

Ark., last December there was 
referred to the Committee on Taxa- 
tion two problems, namely, (one) a 
standard basis for taxing premiums, 
(two) a standard method of allocat- 
ing taxes on “floater risks.” 

Your Committee believes that since 
the tax statutes of the various states 
are rather complicated that it cannot 
present to this convention a uniform 
bill but after a study of the matter 
makes the following recommendation : 

That each supervisor of insur- 
ance consult with the tax depart- 
ment of his state and frame proper 
legislation to the end of all insur- 
ance taxation be upon the follow- 
ing formula: 

GROSS PREMIUMS MINUS CANCEL- 

LATIONS MINUS RETURN PREMIUMS 

Your committee further recom- 
mends that no taxation be placed 
upon re-insurance. The question as 
to whether mutual dividends shall be 
considered as return premiums is 
left to the decision of the various 
states. Your committee feels that the 
percentage of tax is a matter which 
is solely the concern of the individual 
states and makes no recommendation 
upon the matter. 

Your committee has found consid- 
erable difficulty in ascertaining and 
agreeing upon a standard method of 
allocating taxes on floater risks. Sev- 
eral methods have been suggested all 
of which have merit. It has been 
proposed that (1) such risks be 
taxed in the state in which the policy 
is negotiated; (2) that such risks be 
taxed in the state where the ship- 
ment originates; (3) that such risks 
be taxed upon a mileage basis; (4) 
that such risks be taxed upon the 
basis of crop production; (5) that 
such risks be taxed upon the so- 
called “equitable basis,” which is 
taxation in the state in which the 
owner of the property resides regard- 
less of other considerations. 

Your committee feels that it should 
be given further time to develop 
statistics and studies upon each of 
these bases. After such statistics are 
compiled the results of such studies 
could be sent to the commissioners 
of each of the states for an expression 
of opinion. The results of this mail 
poll could then be submitted to the 
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various states and the commissioners 
of such states could issue appropriate 
orders or interpretations. It is not 
felt by your committee that legisla- 
tion should be passed on this matter 
because the nature of this type of 
risk is constantly changing and regu- 
lation in regard to it should be suffi- 
ciently flexible to allow for change 
without the necessity of going to 
legislatures. 








Early Days 
(Continued from Page 26) 

“Why should there not be a patient con- 
fidence in the ultimate justice of the 
people? Is there any better or equal hope 
in the world?” 

We must be somewhat patient with 
the Supreme Court. In the end it 
always responds to changing social 
and economic philosophy. It is better 
to be patient than to ruthlessly over- 
turn what may prove to be a bulwark 
of the rights and privileges of the 
plain people. 

When labor legislation was first 
proposed and urged as a practical 
measure of relief for the working 
people of this country the Supreme 
Court was then, as in more recent 
years, slow in keeping abreast of the 
public demands. Theodore Roose- 
velt, who spoke to the public not in a 
quiet, modulated voice at fireside 
chats over the radio, but brandished 
a big stick, thundered when the Court 
declared the workmen’s compensation 
act unconstitutional : 

“I do speak. Let the people recall the 
decision. — I hold that the people should 
say finally whether these decisions are or 
are not to stand as the laws of the land.” 

The Constitution was not a mas- 
terpiece struck off by the hand of 
man. It was a compromise between 
wealth and poverty, the large states 
and the small states, the cities and the 
farms, between centralization of 
power and local control. It must not 
be a straight-jacket to stifle the or- 
derly social and economic progress of 
the nation nor can it be lightly disre- 
garded. In insurance, as in all other 
activities, we must remember, above 
all things, the saying which Mayor 
Gaynor of New York so constantly 
emphasized: “This is a government 
of laws and not of men.” 


Insurance is closely allied with 
every social and financial activity. It 
is part of the woof of industry and 
trade, of the lives of individuals, of 
cities, states and nations. It must not, 
in any partisan spirit, selfishly stand 
against social progress nor the en- 
largement of the rights and privileges 
of those who toil. It must keep its 
feet on the ground and speak in no 


JouRNAL OF AMERICAN INSURANCE 


uncertain tone for those things which 
are fundamentally safe and sound, for 
an honest currency, for living within 
our income, for paying our debts. We 
are fortunate in these times of con- 
flict between labor and capital, be- 
tween the dictatorship of the prole- 
tariat and that of the possessing 
classes, between nation and nation, 
between races and religions, that in- 
surance knows no artificial bounda- 
ries or human distinctions, that it 
freely crosses all political boundaries 
and is universal in its scope and pur- 
pose. It can and should be a healing 
and unifying force for all mankind. 

Insurance should not oppose fur- 
ther and more effective governmental 
supervision in those directions where 
it is necessary for the protection of 
the people. We should not oppose 
centralization along national lines 
where it is necessary for the efficient 
working of our great institutions. But 
we should oppose arbitrary govern- 
ment control where that control is not 
necessary to the efficient functioning 
of the state. We should preserve the 
great body of insurance for free en- 
terprise. There are some _ things 
which government must do and those 
things are increasing. But govern- 
ment should only do those things 
which private enterprise cannot do or 
fails to do efficiently and well. 

Not only in insurance but in every 
phase of our economic, social and 
political life we should be thankful 
that we have in this great country not 
only a strong, centralized national 
government to do those things which 
only a strong, centralized government 
can do for social justice and economic 
progress but that we also have a free 
union of federated states to preserve 
and protect the rights, the liberties 
and the individual initiative of the 
people from arbitrary, unreasonable, 
centralized control imposed by organ- 
ized propaganda and by force. The 
main body of the Constitution must 
bend and change as we progress in 
social and economic things, but the 
Bill of Rights, which assures to us 
freedom of the press, of speech, of 
religion, the right of assembly and the 
right to petition, is unchangeable and 
must endure forever if we are to con- 
tinue a free and democratic nation. 








Editorial 
(Continued from Page 6) 
exclusive functions. And they hold 
that it is unfair to seek to force busi- 
ness to carry the added burden of 
supporting the nation’s lawyers by 
forcing it to engage them to carry out 
unneeded and unwanted services 
which can ‘be performed more effi- 


ciently and at less expense by experi- 7 
enced laymen. 

Whatever one’s opinion as to the 
merits of the controversy, it should 
be obvious to every intelligent busi- — 
ness man that the trend toward multi- 
plying the lawyer’s exclusive func- — 
tions is one which will bear the most ~ 
careful watching. From smaller be- ~ 
ginnings have come some of history’s — 
most sweeping changes. 


Maine Mutuals Meet 


ADDRESSING THE ANNUAL MEETING - 
OF THE MAINE ASSOCIATION OF MU- 
tual Fire Insurance Companies at ~ 
Hallowell, recently, Insurance Com- © 
missioner C. Waldo Lovejoy an- ~ 
nounced that the Maine Insurance § 
Department will investigate all sus- 
picious fires in the State in the future 
now that an additional appropriation ~ 
providing for a full time investigator — 
has been approved. . 

L. A. Jack, Secretary of the | 
Maine Mutual Fire Insurance Com- — 
pany of Lisbon Falls, was re-elected | 
President of the association. A. C, = 
Wheeler, Secretary of the Maine ™ 
Mutual Automobile Insurance Com- = 
pany of Auburn, was again named _ 
Vice President and A. L. T. Cum- 
mings, Secretary of the York County ~ 
Mutual Fire Insurance Company, § 
was re-elected Secretary-Treasurer, ~ 
H. F. McGlaughlin of Presque Isle = 
and Clarence Scott of Old Town re- ~ 
tained their places on the executive 
committee. ] 








Retrospective Rating 
(Continued from Page 29) 


To overcome this prevailing uncertainty ~ 
in the present method of fixing compen- ~ 
sation rates and more nearly keep apace © 
with the sudden changes in industrial ac- 
tivities, to meet the requirements of new | 
laws affecting benefits, to make the rate-~ 
making machinery more responsive to ~ 
wide fluctuations and level off the low™ 
valleys of depression and the high peaks ~ 
of prosperity, a rate that will fairly and” 
more evenly measure the current cost of © 
workmen’s compensation—that is the prob- 
lem. Such a rate must contain elements” 
of general application, of flexibility, of | 
simplicity, of equality, of definiteness and 
dependability. Does the Retrosp 
Rating Plan fulfill these requirements 
a degree sufficient to warrant its adoption? 
This is the question propounded to the 
rating and supervising authorities of the 
several states for their consideration. 
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